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MUTUAL SECURITY ACT OF 1960 


MONDAY, MARCH 7, 1960 





House or REPRESENTATIVES, 
ComMMITTEE ON Foreicn AFFarrs, 
Washington, D.C. 
The committee met at 10:50 a.m., in room G-3, U.S. Capitol, Hon. 
Thomas E. Morgan (chairman) presiding. 
Chairman Morean. The committee will come to order. 
We meet this morning in open session to continue hearings on 
mutual security for fiscal 1961. 
Our witnesses this morning are General Fellers and Mr. Rockwell. 
Both have statements. General Fellers, you can lead off. 





STATEMENT OF BRIG. GEN. BONNER FELLERS, U.S. ARMY, 
RETIRED, VICE CHAIRMAN AND NATIONAL DIRECTOR, CITIZENS 
FOREIGN AID COMMITTEE 






General Friiers. Mr. Chairman, I have two statements here. 
(1) “Financial Consequences of Overseas Military Expenditures and 
Foreign Assistance Programs.” It is a research statistical study. 
(2) The other is a study prepared by the Foreign Aid Committee 
members who have had military background. I would like to ask 
these be inserted in the record. They are too much detail to be 
presented now. 

Chairman Morean. Can you give us a little background as to this 
statement? How long has that been prepared ? 

General Fetters. This is about 1 month old. It has been sent 
to each Member of the Congress. 

Chairman Morean. This other statement ? 

General Fetters. That is a statement on our defense in much more 
detail than the statement I will give this morning. 

Chairman Morean. Without objection, it is so ordered. 
(The statements referred to follow :) 


FINANCIAL CONSEQUENCES OF OVERSEAS MILITARY EXPENDITURES AND FOREIGN 
ASSISTANCE PROGRAMS 


(A report to Citizens Foreign Aid Committee) 





WasuHrneTon, D.C., February 1, 1960. 
Mr. WALTER HARNISCHFEGER, 


National Chairman, Citizens Foreign Aid Committee, 
Washington, D.C. 


Deak Mr. HARNISCHFEGER: At your request, we have prepared an analysis of 
the financial consequences to the Federal budget and the U.S. gold and monetary 
position as a result of the continuance of our overseas military expenditures 
and foreign assistance programs. 
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We summarize our findings in the attached report entitled, “Financial Con- 
sequences of Overseas Military Expenditures and Foreign Assistance Programs.” 
Sincerely yours, 
GROSECLOSE, WILLIAMS & ASSOCIATES. 
By ELGIn GROSECLOSE. 


FINANCIAL CONSEQUENCES OF OVERSEAS MILITARY EXPENDITURES AND FOREIGN 
ASSISTANCE PROGRAMS 


I, OVERSEAS COSTS OF PROGRAM 


The overseas cost of U.S. foreign policy is in excess of $8 billion a year, or 
10 percent of the annual budget. 

Foreign countries received $4.6 billion (net) in dollars, foreign currencies, 
goods, and services in fiscal year 1959, under several U.S. Government pro- 
grams providing grants and long- and short-term credits abroad. In addition, 
$1,375, billien was paid for the U.S. subscription to the International Monetary 
Fund. 

Approximately $314 billion ($3.416 billicn in calendar 1958) are spent abroad 
annually for goods and services by the Defense Establishment as part of the 
cost of the maintenance of U.S. military installations in Europe and elsewhere 
overseas.” 

Within the military expenditures are certain items that overlap expenditures 
under the foreign aid program figures given above. These overlaps are found 
under the following headings: Contributions to NATO, multilateral construction 
program (infrastructure) ; offshore procurement under military assistance pro- 
grams; and purchases of other materials and supplies. An informed estimate, 
based upon consultations with officials who compiled these figures, indicates 
that the overlap would be not more than $500 million. 

In addition, included in military aid under the foreign aid program are figures 
representing the cost of certain military equipment which may be classified as 
obsolete or surplus. The amount of such equipment is not presently known, 
but an informed estimate is that it may represent as much as 10 percent of the 
military aid figure or approximately $216 million. Also, in the figures are 
deliveries of surplus farm products, the value of which is included in the 1959 
fiscal year figure at $170 million. 

After excluding the overlaps and foreign aid delivered in the form of surplus 
military equipment and farm products, a total figure is obtained of more than 
$8 billion as the cost of our foreign policy in 1959 (exclusive of the costs of 
the diplomatic establishments). Here is the summary: 

Net grants and credits (actual for fiscal 1959) : “Fase 
Military aid 


ta 
Defense expenditures (at January-June rate) 
International Monetary Fund subseription 


Il. FOREIGN CLAIMS ON U.S. GOLD 


A. In 1959, foreign claims on U.S. gold for the first time exceeded the gold 
stock. Total liquid assets of foreigners held in the United States, readily con- 
vertible into claims on U.S. gold stock at year end were in excess of $23 billion 
against a gold stock of approximately $19.5 billion. The breakdown is as 
follows: 


ecentt: of Business Economics, U.S. Department of Commerce release, dated Nov. 30, 


2 Survey of Current Business, November 1959. 
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1. U.S. Government obligations held by foreigners amount to an estimated 
$12,201 million, as follows: 
(a) Treasury bills and certificates held by foreign banks and official in- 
stitutions, as of October 31, 1959, $9,029 million ; 
(bv) Treasury bills and certificates held by others, October 31, 1959, 
$308 million ; 
(c) Long-term Government securities held abroad, October 31, 1959, 
$1,974 million; 
(d) U.S. currency held abroad, end of 1958 (estimated) $890 million.’ 
2, Private short-term obligations (deposits, banker’s acceptances and com- 
mercial paper, and other obligations), end of 1958 (estimated) $10,816 million.‘ 
B. Interest payments by U.S. Government to foreigners amounted to $139 
million in 1958 and to $74 million in the fourth quarter of 1959,° (an annual 
rate of $296 million). Since the bulk of foreign holdings are Treasury bills 
and certificates, now being offered to yield in excess of 5 percent, the total 
interest cost today is in excess of $500 million annually. 
C. The total gold stock held by the U.S. Treasury at the end of 1959 amounted 
to $19,456 million.® Total gold holdings including the exchange stabilization 
fund, were $19,507 million." 


It!l. U.S. FINANCIAL VULNERABILITY 


The danger from the $23 billion of short-term and demand liabilities to 
foreizhers is not in a lack of fundamental confidence in the integrity of the 
United States, or in the economic viability of the United States, but from the 
operation of competitive interest rates. 

The effect of the raise in the Bank of England discount rate to 5 percent will 
be to draw funds to the British market by the attraction of the higher interest 
rates available there. How much of these funds will be drawn from the United 
States remains to be seen. Nevertheless, the effect is to put the U.S. money 
market at the mercy of foreign influences rather than being independent of them 
as would be the case if our gold position in relation to our foreign claims were 
stronger, or if the foreign claims were not so great in relation to the gold 
position. 

Mr. John J. McCloy, chairman of the Chase Manhattan Bank, speaking to the 
annual meeting of the bank on January 26, pointed out that the 3 percent ceiling 
which banks may pay on foreign time deposits was impairing the ability of 
New York banks to hold foreign deposits. He pointed out that New York banks 
lost about $900 million in foreign time deposits last year, or roughly half of their 
total, as foreign investors shifted funds into higher yielding investment, chiefly 
Treasury bills." 

The vulnerability of the U.S. gold position is apparent from the following com- 
parison of the gold stock and foreign short-term claims in the 11 years since 
the beginning of the Marshall plan in 1948. 


Total foreign} U.S. gold 
short-term | holdings year} Ratio of 








Year assets in end (in foreign claims 
United States} millions) to gold 
(in millions) 

SR extinct ssseceriosiealintasiiciinipsocntsiiceie acaeaiipadladeh bakit ae hci $9, 757 $24, 563 39.7 
DE cncinigrh 0d tiniai eoccetnsGebiecgdisantadealiaaade entaniliaadltapeatia Milas 11, 715 22, 820 51.3 
Si iaki sp Sicidaseesncsj maces encima dpe agate alia apd acta 12, 099 22, 873 52.9 
ince seccakb ten Adapilsideldindcnidigtindaads tingle 13, 598 23, 252 58. 5 
ids ernie cette Ss epiares a cclthnls keine dibiakaisstnein'e acgeaiubbaadandiaddia aaa 14, 476 22, 091 65.8 
Fknsd dndnsawenningihecbbeunitienmsabighhndiiiggte mediate 15, 857 21, 793 72.8 
Se eicidiievr nin ivsen  eealoegtnerrictactcbotalali tacos Mili cablieitei tienen acta 16, 970 21, 753 78.0 
its chines nennannntsigltiin avila diiihiniaitctips teammates 18, 268 22, 058 82.8 
DEE dedonsnéhunddandbacabencignasgedliakdbnadmliaaletaaiaeiie 18, 593 22, 857 81.3 
Pe ilinttiicsdsacacinkwconseiptthinaimnaiddineuimnalindaadaaie 19, 597 20, 582 95. 2 
We iinnticttthnecncadnadiand ainotinin intends tadesmelee 1 23,017 2 19, 617 117.3 






1 Estimated. 
2 At Nov. 30, 1959. 





. Poteral Reserve Bulletin, December 1959, and Survey of Current Business, August 


«Survey of Current Business, August 1959. 

5 Survey of Current Business, December 1959. 
6 Circulation Statement, U.S. Treasury. 

7 Federal Reserve Board. 

8 The New York Times, Jan. 27, 1960. 
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It will be noted that claims to gold have risen from 40 percent in 1949 to 117 
percent in 1959, and in 1959 for the first time exceeded the gold available to 
meet them. The figures are shown graphically in the attached chart. 


Foreign investments and liquid assets in U.S.A. 


[In millions of dollars] 


Government obligations held Total 
abroad foreign 
Long- Short- Total invest- 
Year ended Dec. 31 term term liquid ments 
invest- | private claims of and 
ments claims Short- Other Total | foreigners} assets in 
term ! United 
States 


$5, 941 
6, 512 
6, 651 
7, 263 
7, 662 
8, 525 
8, 471 
9, 503 
9, 901 

10, 816 

215,219 | 210,816 


$16, 879 
19, 459 
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1 Includes U.S. currency held abroad ($890 million at end of 1958). 
2 End of 1958 estimates. 


Source: Statistical Abstract of United States (1955, p. 885), (1958, p. 868). Survey of Current Business 
(August 1959). (1959 figures are preliminary.) (1959 figures partly computed from 1958 figures.) 
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“Mutual” security defense expenditure and capacity to pay U.S.A. and Europe* 


{In billions of constant (1954) dollars] 











| 
Gross national Index of industrial 
product Defense expenditures production, 
Percent 1953-100 
Year ic crackin cinerea reese dead cect OO 
| 
OEEC!| U.S.A. OEEC | Percent | U.S.A. OEEC U.S.A. 
of GNP 
Pe licniethinienmeintenes $148.6 I ei seac dain ilies chccives edible i aebataltshebiiks Miehiclbts cps tinicass Manado igen natal 
De itn aie seenincitenel 137.8 EE rida nico cc cseidiiiaiae acta bate th sietadie aad aitidipidinanagninenl 
td ecacaeee 148.1 a le 
lo Mite acistinciennvidass 159. 1 292.7 $8.2 5.3 $12.9 4.4 77 72 
i tbianderamanensh 171.9 318. 1 8.8 5.1 13.0 4.0 86 MM 
a abitkciadiediieencearentitess 181.3 341.8 10.1 5.5 22.4 6.5 O4 90 
i 185. 6 353. 5 12.7 6.8 46.0 13.0 O4 93 
Sita Mcccntiiiiaenenamntl 194.7 369. 0 12.7 6.5 51.8 14.0 100 100 
rite ninineinntanl 203. 9 363. 1 11.9 5.6 47.9 13.2 109 93 
Ri intnciiencmemande 216.7 392. 7 10.8 5.0 42.1 10.7 119 104 
hel aknrsintvernebion 224.8 402. 2 11.3 5.0 41.8 10.4 125 107 
Pact iclentakccdee 233. 8 407.0 11.3 48 44.4 10.9 131 107 
Bich aintialntintnncncten 241.0 2 395. 4 | dh evetrtoaniapitndpunaseilinsenmedl CE Richie cntibeiatieasicdanentmedaks 
PERCENTAGE INCREASE 
RON oo ce ncddoee 7 39 BP Diicatiangemiic MIE Ecos sd: dai elinsdecilaciniiicaauiecaeaals 
OG GR. 2.3 dnc cddinds 63 Se bes cabana bevedndddbeidalliincndwnsdontwdlinipadudisedinnsn diese 




















1 OEEC countries: Austria, Belgium, rs . Font, Coe any, Greeee, Iceland, Ireland, Italy, 
Luxembourg, Netherlands, Norway, Portu tzerland, Turkey, United Kingdom; the 
following countries are not members of NAT Se teens Sweden, Switzerland. 

3 Preliminary or estimated. 


Source: For OEEC, “A Decade of Cooperation,” OEEO 9th report, 1058; for United States, U.S. Depart- 
ment of Commerce. 
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IV. MAGNITUDE OF OVERSEAS COMMITMENTS 


Total spending commitments and authorizations for foreign aid and military 
assistance, which the Treasury must finance, as of June 30, 1959, are as follows: 


(a) Unexpended balances, mutual security program 

(b) Appropriated MSP for 1960 

(c) Appropriated, Inter-American Development Bank 

(d) Subscription to International Monetary Fund 

(e) Estimated overseas expenditure of Defense Establishment 
(less estimated overlap) 


tinea eticchenienccainie tontageen cel tai insentian es teeesistasesinliatlaetiiy 12, 218, 700, 000 


Other commitments, less calculable, are $5,715 million of uncalled subscriptions 
to the International Bank for Reconstruction and Development, and unused 
lending power of Export-Import Bank of Washington, as of June 30, 1959, of 
$3,537,437,000, together totaling $9,252 million. 


Vv. EUROPE’S CAPACITY FOR DEFENSE 


From time to time we have analyzed the burden of U.S. military expenditure 
in Europe and the capacity of our NATO allies to bear a heavier share of the 
common defense commitment. 

A commonly used measure of capacity is the relation of the defense budget to 
the gross national product (GNP). The table attached shows for the years 
1938 through 1958, the GNP of the United States and the OEEC countries, the 
ratios of defense expenditure to GNP, as well as the index of industrial pro- 
duction, and finally the percentage increases. The accompanying chart illus- 
trates the differences and the trends in graphic form. 


WHat or Our DEFENSES? 


(A study prepared for the Citizens Foreign Aid Committee by its members who 
have military background) 


In early January of 1960, Defense Secretary Thomas S. Gates, Jr., unveiled 
a novel interpretation of military intelligence. Soviet striking force, he de- 
clared, was now being evaluated, not on Soviet capabilities but rather on our 
estimate of Soviet intent. In supporting Secretary Gates’ position at his press 
conference January 26, 1960, the President disclosed that the administration is 
now making better intelligence estimates than in the past. 


THE BOMBER GAP 


The President illustrated his remark on better intelligence by making refer- 
ence to the so-called bomber gap which was widely debated some 3 or 4 years 
ago. At this time, Generals LeMay and Twining had testified before the Sy- 
mington committee that if our Strategic Air Force program were not sufficiently 
stepped up, and if the Soviet Strategic Air expansion program were continued, 
the United States would be inferior in striking power to the Soviets sometime 
between 1958 and 1960. The President explained that our intelligence on Soviet 
bomber production was in error and that the bomber gap had never developed. 


THE MISSILE GAP 


What actually happened was the Soviets were making more rapid progress 
with the intercontinental ballistic missile (ICBM) than we knew or were willing 
to admit. As a consequence, Red bomber production was cut back because of 
the ICBM was replacing Red bomber striking power. Today administration 
leaders admit that the Soviets have the capability, and that they have had this 
capability for some time, of producing more ICBM’s than we are producing. 


STRATEGIC AIR COMMAND (SAC) 


SAC is stronger numerically and more efficient as a striking force than the 
strategic bomber force of the Soviets. Consequently, SAC is the only effective 
war deterrent for the entire free world because it possesses the power to lay 
waste to the Soviet Union. 
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SAC, however, today is wholly dependent upon bomber striking power. The 
number of ICBM’s which we have in the hands of troops and ready to fire num- 
ber less than the fingers on one hand. It will be more than a year before we have 
any missiles which are protected in any way from enemy attack. On the other 
hand, the Soviets are believed to have ICBM’s in quantity and ready to be fired. 


SOVIET MISSILE CAPABILITY 






























In the recent address before the Economic Club of New York, Gen. Thomas 8. 
Power, commander of SAC, has made the alarming disclosure that the Soviets will 
soon have the capability with their missiles alone of taking out our strategic 
bases both overseas and on the North American Continent. Our overseas bases 
could be destroyed by some 150 intermediate range ballistic missiles (IRBM)- 
These the Soviets have in position to fire. It is recognized that the Soviets have 
the capability of producing 150 ICBM’s in one year. The Red ICBM is accurate ; 
its warhead is several times more powerful than ours. General Power is 
convinced, provided we have no missile warning system, that with 150 IRBM’s 
and 150 ICBM’s, the Soviets could utterly wipe out our entire nuclear striking 
power in 30 minutes. 

It would appear that General Power has made a sound estimate of the 
enemy’s potential strength. We must credit our enemy with sense enough to 
plan what would injure us most. We must then prepare to meet his maximum 
capability. 

OUR DANGEROUS MILITARY POSITION 





Nevertheless, essential remedial action to meet this immediate and inescapable 
emergency is not being taken. The administration admits a missile gap until 
after 1968. Our strategic bomber force is being reduced rather than strengthened. 
No major replacement of new bombers is projected. 

Although SAC constitutes the only effective defense for ourselves and the 
entire free world, it is being reduced by five wings (225 bombers). The Congress 
voted 48 SAC wings for 1960; the budget of fiscal year 1960 provides for 40 
by June 30; the budget for fiscal year 1961 provides for 38 wings by mid-1961. 

Moreover, SAC is wearing out. It was planned to replace the B-52, our 
present subsonic intercontinental bomber, first flown 8 years ago, by a produc- 
tion program for the B-70. But production of this bomber, with intercontinental 
range.and a speed three times the speed of sound, has been canceled. Only two 
prototypes are to be produced. Production of another essential plane, the 
F-108, a long-range high performance fighter interceptor, has been canceled. 
The F-108 plans had called for a $4 billion expenditure over the next few years. 

In research and development we also lag behind the Soviets. More than 
a year ago a group of our leading scientists, after careful study, determined 
that in basic research on matters which have military application, the Soviets 
are making more progress than is the United States. The more rapid Soviet 
progress results from their expenditure of unlimited funds and effort on research. 

Why are these amazingly superb new weapons systems being abandoned? 
Why is SAC being reduced? Why does our research lag? 

It has been stated that the B-70 was canceled because it would take 5 years 
to bring. it into production. This is not a new time factor. The B-47 was 
begun in 1943; it was first flown in 1947. The B-52 was begun in 1948; it was 
first flown in 1952. But more significant than this time element is the fact 
that our domestic and foreign spending is so lavish and unprecedented that 
the real reason for our lag is striking power and research is lack of funds. 

















FOREIGN AID 





Despite the urgent necessity for funds to strengthen our striking power, our 
leaders: are eager to borrow vast sums of money to continue lavish and waste- 
ful foreign aid. They are willing to do this when on every hand it is being 
acknowledged that foreign aid has failed and is failing to accomplish the pur- 
pose for which it was intended. They are willing to spend for foreign aid 
and neglect our own defense so as to provide weapons for allies, who, in case 
of war, may be forced into neutrality or in some instances, into the enemy camp. 

When pressed to remedy our defense lag, the administration reminds critics 
that our allies are becoming more powerful daily and that the combined free 
world strength is greater than that of the Soviets. Our dependence on allies 
is reflected in the Eisenhower-Macmillan joint statement of October 26, F957: 
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“The arrangements which the nations of the free world have made for col- 
lective defense and mutual help are based on the recognition that the concept 
of national self-sufficiency is now out of date.” 

In speaking of our foreign aid, the Honorable Douglas Dillon, Under Secretary 
of State, put it: 


“This (foreign aid) is no giveaway but part of our contribution to the defense 
of the free world.” 

The supporters of foreign aid in the form of military assistance never seem 
to question its soundness, yet today the actual allied defense picture is dark. 
After some 11 years of preparation, NATO surface forces defending Western 
Germany scarcely number 20 divisions, of which 5 are American. The present 
power ratio between the Soviet capability for attack and the European NATO 
capability for defense, is such that it is obvious that— 

(@) The Red Army could overrun Europe. 
(b) The Red Air Force and intermediate range ballistic missiles could 
destroy Europe in a matter of hours. 

This is the sad situation despite more than a decade of our military assistance. 


THE ALLIED CONTRIBUTION 


It is argued that aid to our allies materially strengthens our own defense. 
But the fact is our allies can neither defend us nor lend material support for 
our defense. The threat to the United States comes from the sky. Red bombers 
and missiles based in the Soviet Arctic and fired against us over the polar cap 
are the real threat to our survival. Our troops in Europe, and our allies there, 
are not even in the path of the attack against us. They have not the means to 
offer an effective defense against this ghastly Red threat which can be launched 
over the polar cap. Such a threat can be met principally by the retaliatory 
capability of SAC and by our own defensive measures over the North American 
continent. Only Americans can defend America. 

There is no assurance—should war come—that the Soviets will attack Europe. 
Their real enemy is the United States. Suppose the Reds strike only the United 
States. Would our NATO allies and other allies attack the Soviet Union? With 
what and how could they extend material assistance? 

Modern air space nuclear weapons have given a new meaning to alliances. 
Were war imminent, the Kremlin could threaten European NATO countries with 
total destruction—unless they declared their neutrality. And since the Soviets 
have the capability to destroy Europe, a neutral Europe appears almost 
inevitable. 

The population of NATO in Europe is half again greater than ours. The 
economy of Europe is flourishing. European NATO powers have the manpower 
and are financially able to provide such ground forces as they deem necessary. 
The truth is the military need for American troops in West Germany does not 
exist. 

Since SAC, entirely supported by the United States, constitutes the principal 
defense of the free world, it is mandatory that our allies provide their own 
surface forces and relieve the United States from sharing this burden. 

It would appear that the only foreign military assistance which we should 
extend would be that to countries or areas which are directly threatened with 
Red aggression. Korea, Formosa, and Berlin are examples. 

So far as economic aid is concerned, our financial position is such that,this 
aid should be terminated without delay. Technical assistance and various forms 
of American know-how should,-as throughout our past, continue to be made 
available to friendly peoples who seek assistance. 


THE U.S. ECONOMY 


Our debt is unprecedented. The director of the Budget has put our debt and 
commitments at $34 of a trillion. Our taxes are confiscatory. Yet during the 
past three decades only five times has our budget been balanced. Our gold reserve 
stands at $19.5 billion; foreign dollar credits, with which foreigners can demand 
our gold, stand at $23 billion. If foreigners should call this gold, and they. can 
if they so elect, the value of our dollar would become all but worthless. 

U8. Government obligations held by foreigners are officially stated at $12.117 
billion. Interest payments by the U.S. Government for foreigners on these 
obligations amount to more than $500 million annually. These interest pay- 
ments, themselves, constitute a form of foreign aid. 
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THE WAY OUT 


We must plan to survive through military strength, economic stability and 
without sacrificing our liberty. 

The announced Communist objective is world domination. The prime pre 
requisite to block this sinister Red ambition is a sound American economy and 
supremacy in air-space-nuclear striking power. Without a sound economy, we 
cannot defend ourselves. Without superior military might, no national strategy 
and no free world strategy can succeed. Without superior military might, 
small Communist kindled wars cannot be limited, the free world can be sub- 
jected to Red political blackmail, our economy can be collapsed, and our liberty 
taken from us. 

With* sound American economy and air-space-nuclear supremacy, the Red 
threat can be held in check until the inherent weaknesses of communism cause 
it to consume itself. 

Action necessary to insure American air-space-nuclear supremacy is— 
To step up missile production and installations to match the Soviets. 
To strengthen, disperse, improve, and provide bombproofs for SAC. 
To put the B-70 back in program on a crash basis. 
To maintain ascendancy in manned bombers. 
To create ascendancy in manned spacecraft. 









































































c To expedite production of Polaris submarines. 

8 Action necessary to strengthen our continental defense is— 

p To create a missile-warning system. 

,, To develop effective fighter-interceptor and anti-missile-missile defenses. 

0 To put the F-108 back in program on a crash basis. 

d Such a program is expensive, but it can be implemented so as to give us far 

y better defense for less money. 

n SAC, admittedly our and the free world’s only effective war deterrent, costs 
the American taxpayers less than $9 billion annually. SAC constitutes more 

>. than 90 percent of our nuclear striking power. The remainder of our $41 

d billion defense budget ($32 billion) is being expended almost entirely for old- 

h fashioned, conventional warfare methods; this $32 billion should be reduced. 

For our striking forces, to close the missile gap to strengthen SAC and to 

S. step up Polaris submarine production, will require annually some $5 billion 

h additionally. To supplement our continental defenses, annually some $2 billion 

is additional should be authorized. 

st Our surface forces, the Army and the surface fleet, are no longer decisive in 
this air-space-nuclear age. Before the Korean war, the Army and the Navy 

le each received less than $5 billion. They should now revert to some such a 

or budget and thereby save $10 billion. Provided we strengthen our strategic strik- 

y. ing forces, this reduction of surface forces can be made without endangering 

pt the safety of the free world. This reduction would eliminate, for the most 
part, our erroneous policy of overseas garrisons with tactical air support. The 

al overseas cost of U.S. foreign policy, which has averaged about $8 billion annually 

rp since its inception, should now be reduced over a 2-year period, to something less 
than a billion dollars annually. 

- Action necessary to establish and maintain a sound American economy: 

{In billions of dollars} 

is —_—— 

ns 

de - sd aieanseieitilpiisia il te iia ee eng Sea ee eer ees inthe 
Army and Navy surface forces reduced ___..............- Sainaleiipsicptatacdieaiaaeaneig a BP te tasatie ene 
Foreign aid cut................--... PLE addbvccdcelslbncib-veadudedbtectatl Y ‘Rcondavbadeowe 
Western E rorean tectical air support.__..........-.---.----.----.---..----- 8 banda. 
Strengthen GAC amd Polaris eUUMerGNes - . 20. ccacincn scence ccc ccksn ccc ceesiedectducdneneéd 5 

nd ee SIN NN ssi en is cee onsen aenumeseenen=enntn eerscomersened 2 

a Total (saving $11,000,000,000)..-- eee eee 18 7 

nd 

an Only continuous and determined action on the part of a free electorate will 
force our leadership into creating air-space-nuclear forces based on enemy 

117 maximum capabilities rather than imagined intent. 

a Only forceful demands by the electorate upon the Congress and candidates 





in the fall elections will force curtailment of lavish Federal spending, and 
especially foreign aid spending, and thereby avoid collapse of our economy and 
destruction of our liberty. 
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General Fetters. Mr. Chairman and members of the committee, for 
the privilege of appearing before you, I am grateful. My name is 
Bonner Fellers. am a brigadier general, U.S. Army, retired. I 
have been graduated from various Army schools beginning with West 
Point and including the War College. 

For 2 years, 1940-42, I was the U.S. observer of combat with the 
British forces in the desert campaigns in Libya. From 1943 to 1946, 
I was on the staff of General of the Army Douglas MacArthur. My 
duties included Chief of Joint Planning and Military Secretary to 
General MacArthur. Today I appear as vice chairman and national 
director of the Citizens Foreign Aid Committee. 


FOREIGN AID AND OUR SURVIVAL 


Last year the executive branch of the Government prepared an 
unauthenticated copy of a sweeping criticism against the Citizens 
Foreign Aid Committee pamphlet, “Foreign Aid and You—A First 
Report.” 

This criticism was placed in the hands of the House Foreign Affairs 
Committee members. Its effect was to persuade some of the House 
Foreign Affairs Committee members that what we had to say about 
foreign aid was superficial, almost totally in error, and in one instance 
possibly intended to deceive. 

After our committee obtained copies of this unauthenticated criti- 
cism by the executive branch of the Government, we published a re- 
buttal. . We answered every comment and criticism, item by item. We 
found that the executive branch document was replete with unsupport- 
able statements and misrepresentations of the views which our com- 
mittee had clearly presented. 

Our rebuttal was sent to each Member of Congress and to key 
officials in the executive branch. 

We know of one instance in which a senior military officer was 
assigned the task of replying to military portions of our rebuttal, but 
this officer’s reply, if made, was never sent to us. Nor has any reply 
whatsoever to our rebuttal been received to this date. 

The reason to us is clear. Our present foreign aid program can be 
defended only in sweeping generalities. Under close analysis these 
generalities, admittedly glittering and superficially impressive, be- 
come vague and empty platitudes. 

I shall illustrate. 

Proponents of the foreign aid program invite our attention to the 
fact that through foreign aid— 
our friends among the free world nations make available to use for the use of 
our forces: 250 strategic bases; 5 million ground forces; 30,000 aircraft of which 


14,000 are jets; 2,500 combat vessels (President Dwight D. Eisenhower to the 
Congress, March 13, 1959). 


These distinctly questionable figures led the President to conclude: 


Dollar for dollar our expenditures for the mutual security program, after 
we have once achieved a reasonable military posture for ourselves, will buy 
more security than far greater additional expenditures for our own forces. 


Oversea bases 
Never do the proponents of foreign aid face the fact that the 250 


oversea bases now available to us may not and probably will not be 
available in war, 
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The Red air-missile-nuclear threat to our allies has given new mean- 
ing to alliances. This threat is so great that the moment hostilities 
appear imminent, the Reds probably will blackmail our allies into 
neutrality. It is well known that the Kremlin has the capability of 
totally destroying any ally that permits our forces to use its bases in 
a war against the Soviet Union. 

The probability of neutral allies is not the only threat to our col- 
lective defense. Many of our oversea bases may not be available to 
us because overseas bases are more susceptible to ground sabotage than 
those in the Western Hemisphere and bases nearest the Soviet Union 
are most vulnerable to attack. 

Proponents of foreign aid never make mention of the fact that the 
250 bases may be denied us if war comes. Yet, fortunately, our strate- 
gic planners have been forced to consider this possibility. 

The fact that SAC cannot depend upon oversea bases in war has 
led to a program to replace the intermediate range B—-47 with the B-52, 
which has intercontinental range. For lack of B—52 procurement 
funds, however, this replacement is moving slowly. Nevertheless, no 
intercontinental bombers in SAC are permanently based overseas. 
Our present program calls for ample North American SAC bases. 
Indeed, they are the only bases we could count on should war with 
the Soviets be forced upon us. 

The 5 million ground forces 

These assorted 5 million men under arms are scattered from For- 
mosa to England, from Japan to Vietnam, from Norway to Spain. 
But practically all of these troops are tied to their homeland. They 
are not available for transfer to other defensive positions. 

The Soviet Union with 175 regular Army divisions and 300 reserve 
divisions well trained and equipped, operating on interior lines, with 
ample air support, can throw any required strength, at any point about 
the vast Soviet perimeter. And at no particular point of attack would 
our allies have sufficient strength to resist, nor could they and we 
marshal such strength. 

Control and supply of 5 million men of many national commands 
and globally dispersed is an insuperable task. 

During the great desert campaigns in North Africa (1940-42) the 
British had under their command British, Indian, Australian, New 
Zealand, South African, and Free French troops. Before the British 
commander could launch an offensive, he had to get permission from 
each of the Governments concerned to use their troops. The arrange- 
ment rendered all British operations cumbersome. 

To organize, supply, coordinate, and command the 5 million allied 
troops receiving American aid would be a far greater task than that 
which faced the British in 1940-42. 

The problem of dispersal, transport, supply, and command of the 
5 million allied troops is a minor one however, when compared to the 
greater problem of their ineffectiveness in modern war. Should 
world war IIT be forced upon us, the principal destruction will come 
from the sky. Five million or 500,000, or 50 million troops equipped 
for surface combat cannot exercise the slightest influence on the out- 
come of the struggle between the United States and the Red forces. 
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Nor can the so-called NATO shield which extends from Switzer- 
land to Denmark. Five of these divisions are American. Most of 
the European divisions are not combat ready. 

Obviously the NATO shield could be easily overrun by the Red 
Army. 

Possibly the reason that our European allies are dragging their feet 
lies in the fact that they realize the United States is the only barrier 
to the Communist dream of world domination. It is therefore likely— 
and it is militarily sound—that if the Reds strike, they will bypass 
Europe and strike directly at the United States and our oversea bases 
outside Europe. Unless attacked, our allies might well be inclined 
not to attack the Soviet Union but rather to remain neutral. 

In any event, in this air-space-nuclear war, ground forces are not 
the decisive factor. This fact is generally acknowledged. The 5 mil- 
lion men in the allied ground forces represent no telling contribution 
in the light of modern warfare. 

Modern industrial countries such as Britain, France, West Ger- 
many, Italy, and Japan now have flourishing economies. They have 
the capability and they can afford to create modern military might. 

In countries such as Laos, Pakistan, and Greece, there is a definite 
need for local military police forces. In these and similar small 
countries there is an urgent need to maintain the stability of their 
Governments and to prevent Communist subversion. However, in 
view of the foreign aid which we have already extended, these coun- 
tries can well afford such an internal police force. 


30,000 ATRCRAFT OF WHICH 14,000 ARE JETS 


In the Korean war only one fighter interceptor could match the 
MIG 15. This fighter was our F—-86. Neither our allies nor our own 
Navy possessed a fighter to equal the MIG 15 “loaned” by the Soviets 
to the Red Chinese. Their MIG 15’s, although the world’s second 
best fighter, were shot down 10 to 1 by our F-86’s. 

Mere numbers of planes are meaningless. Unless the allied planes 
have comparable performance characteristics to those of their enemy, 
the allied air effort will be a slight one. The allied aircraft listed 
as an achievement of our foreign aid are already obsolescent and 
ineffective. 

Moreover, airpower is indivisible. To be effective, it must be em- 
ployed as a unit. Control of 30,000 planes deployed among some 60 
allied countries poses an insoluble problem of command, _ 

The Red Air Force, if need be, could wipe out this conglomerate of 
airpower quickly and completely. 

Two thousand five hundred combat vessels 


Almost all of the unlisted 2,500 combat vessels are highly vulnerable 
both to Red air attack and Red submarines. These surface vessels, 
if they annoy the Soviet war effort, will be promptly sunk. 

Alhed submarines will find few Red targets. Ina major war effort, 
the Soviets are not dependent on shipping. 

Our allies—at present—have no submarines equipped to fire IRBM 
against an enemy. 

Obviously this hodgepodge of 2,500 allied combat vessels in a mod- 
ern war can make only a negligible contribution. 
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FOREIGN AID DOLLARS WELL SPENT 
It is true that foreign troops cost far less than American troops. 
But as has already been shown, manpower would not be the decisive 
element in a war against the Soviet Union. 
Were we to pay for truly modern weapons produced by allied coun- 
tries, the cost is somewhat comparable to that of our own manufacture. 
When manpower costs are ruled out, there is little saving in military 
assistance programs. 
CONCLUSION 


In his evaluation of the strength which “our friends among the free 
world nations make available to us for the use of our forces,” the 
President appears to have sounded an overly optimistic tone. In the 
Korean war we have an historical illustration of the military contri- 
bution which other free world nations made available for the use of 
our forces. In this war 500,000 South Koreans fought heroically for 
their homeland. Our contribution was 450,000 American troops. All 
other free world allies combined contributed a total force of 45,000— 
a mere 5 percent of the total forces. Experience teaches that unless 
the survival of a nation is at stake, it is loath to face the devastation 
of war; the United States appears to be the one exception. 


OUR DEFENSE, POSITION 


An argument advanced in support of lavish foreign aid spending is 
that rather than rob our own defense, foreign aid strengthens it. Ac- 
cordingly, a quick review of our present defense and its requirements 
is indicated. 

There is at least one feature of our defense on which everyone seems 
to agree. This is the fact that our Strategic Air Command today is 
superior in bomber strength and in bomber striking power to that of 
the Red Air Force. 

There is wide disagreement over whether or not our missile strength 
is adequate. A battle now rages over the adequacy of our defense 
program for the future. 

The development of modern military might is wholly dependent 
upon research, development, production, and replacement programs. 
All this is expensive and time consuming. 


RESEARCIUL AND DEVELOPMENT (R. & D.) 


Nuclear propulsion.—Today we are on the verge of a breakthrough 
in nuclear-powered missiles and in air and spacecraft. Nuclear en- 
ergy for propulsion offers unprecedented low cost. The nuclear fuel 
which a bomber requires for a 5-day supersonic flight is amost negligi- 
ble. With nuclear-powered bombers we could have several hundred 
cruising continuously over the North Sea or polar cap, ready to strike 
uny target. The enemy would find little merit in a sneak attack 
against us because at any one time only a fraction of our most effge- 
tive bombers would be found on the ground. 

Last year Lt. Gen. Roscoe Wilson, who is in charge of Air Force 
research and development, said that with $200 million a year for 2 
years, we could have nuclear-powered aircraft in flight. Instead of 
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authorizing the funds to make possible this achievement, for budg- 
etary reasons, General Wilson’s request was cut to $75 million 
annually. 

As a consequence, it will now take 4 to 6 years before we can develop 
nuclear-powered aircraft. Unfortunately, the Reds are likely to 
accomplish nuclear aircraft propulsion earlier than we. 

Rocket engine.—There is an urgent need for a large booster rocket 
engine developing 1 million pounds of thrust to put military space- 
craft into orbit. After much delay, development of this engine was 
transferred to National Aeronautic and Space Administration, where 
it becomes “peaceful” and unavailable for military use for some time 
to come. 

The Soviets already have engines developing 1 million pounds of 
thrust. It would cost some $375 million to develop this booster rocket 
engine for military use. 





OUR STRIKING POWER 


Although SAC constitutes the principal war deterrent for ourselves 
and the entire free world, it is being reduced by five wings or 225 
bombers. The Congress voted 48 SAC wings for 1960; the budget 
of fiscal year 1960 provides for 40 by June 30; the budget for fiscal 
year 1961 provides for 38 wings by mid-1961. 

This decrease in SAC is further aggravated by the fact that its 
bombers, the B-47 and the B-52, are wearing out. Moreover missiles 
have not yet strengthened SAC. Today the number of interconti- 
nental ballistic missiles in the hands of troops and which SAC is 
ready to fire, number less than the fingers on one hand. 

The B-70.—The Air Force planned to replace the B—52, our present 
subsonic intercontinental Lanibhe; first flown 8 years ago, by a produc- 
tion program of some 200 B-70 bombers. But production of the B-70 
bomber, with intercontinental range and a speed three times that of 
sound, has been canceled. Only two prototypes, not bombers, are to 
be produced. 

Production of the B-70 over a period of some 7 years would have 
cost an estimated $750 million annually. The announced administra- 
tion reason for cancellation was that it would take 5 years to produce 
the bomber. This is a normal time factor. The B-52, begun in 
1948, was not flown until 1952. The B-70 program was not canceled 
because it would have been superseded by missiles. It is now estab- 
lished that missiles will complement, not entirely replace, the manned 
bomber. 

It is clear that the B-70 cancellation resulted from lack of funds. 
As our B-47 and B—52 bombers wear out or become obsolescent, this 
cancellation leaves us with no new intercontinental bombers under 
development. 

Low-altitude penetration bombers.—The Air Force contemplated 
development and production of a low-altitude penetration bomber. 
At low altitudes present jet bombers consume enormous quantities of 
fuel. For reasonable fuel economy at low altitude a special engine 
is necessary. At low altitude radar detection is difficult. The Reds 
already have successful low-altitude penetration bombers. For econ- 
omy reasons this Air Force development program, which would have 
cost an estimated one-third of a billion dollars, was rejected. 
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ICBM .—Recent hearings in the Congress indicate that our present 
production program of ICBM is only one-third that of the Soviet 
Union. This ICBM production anald be stepped up immediately. 
The annual cost of an ICBM program to outdistance the Reds is 
estimated at $400 million. 

The Polaris submarine promises to be a formidable striking weapon 
against which there is, as yet, little if any defense. The Navy is 
asking for supplemental appropriation of $1 billion to expedite and 
expand this program. Funds should be made available. 


Our continental defense 


F-108.—The program for the F—108, a supersonic, long-range high- 
performance fighter intercepter, was canceled. This research and pro- 
duction cost was to have totaled about $2.2 billion over perhaps a 
7-year period. To save money, the entire program has been can- 
celed. This cancellation leaves us with no long-range supersonic inter- 
ceptor and no interceptor aircraft of any kind under development. 

Vertical takeoff interceptor—The Air Force planned a vertical 
takeoff interceptor. It would require no landing strip. A small con- 
crete pad is desirable but the craft can take off vertically from, and 
land on any terrain which can be traversed by a truck. The vertical 
takeoff interceptor could be readily and widely dispersed so that only 
the individual interceptor would offer the enemy a target. 

Fighter interceptor expansion.—We must expand our fighter inter- 
ceptor defense. We have far too few supersonic interceptors for the 
defense of the United States. 

Antimissile missile—No such defense exists. The Army should 
have ample funds for R. & D. and for production if the problem can 
even be partially solved. 


CONCLUSION 




















Attainment of the above canceled weapons systems and of the 
recommended expansion programs would mean American ascendancy 
over Red striking power. It would be the best possible insurance 
against Red attack of the United States and the free world. 
Summary of defense requirements 
R. & D.—There is an absence or a lag of research and development 
in the following defense items: 
Nuclear propulsion ; 
Rocket engine; 
B-70 bomber; 
Low altitude penetration bomber ; 
F-108 fighter interceptor ; 
Anti-missile-missile defense. 
Criticism of our research and development from recognized author- 
itives is quoted : 
[Excerpt from Washington Star, Jan. 5, 1960] 


UNITED STATES CONCEDES REDS IN LEAD 





* * * These indications stood out today in a summary from the National 
Aeronautics and Space Administration. The summary was prepared by Dr. 
Homer EF. Newell, Jr., Assistant Director for Space Sciences. 

* * * in deep space probe work, he said, the U.S.S.R. “has definitely taken 
the lead’”’ directly because of ‘their clear lead in vehicle technology.” 
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Dr. Newell summarized his 32-page comparison of the rival space efforts thusly : 

“The conclusion follows then that the side that has the more advanced tech- 
nology in the way of payload capabilities, guidance, etc., will have the distinct 
edge and by virtue of the increased flexibility and capabilities provided by the 
more advanced technology will forge steadily ahead.” 


[Excerpt from the Evening Star, Feb. 19, 1960] 


Most Experts SEEN AGREED Space Servup Is INADEQUATE 


(By William Hines) 


* * * Undersecretary of State Livingston Merchant, Pentagon Research Direc- 
tor York and virtually every other witness before the committee either. stated 
forthrightly or reluctantly admitted that (1) there was a race; (2) we were in 
second place; and (3) the lag was hurting us. 


TWO SCIENTISTS’ VIEWS 


Using other forums, leading scientists have said the same thing. Mr. Eisen- 
hower’s. seience adviser; Dr. George B. Kistiakowski, said a week ago that 
America is engagen in “a scientific and technological contest with the Soviet 
Union which today involves our national prestige and tomorrow, perhaps, our 
very survival.” 

Nine months earlier Dr. Edward Teller said at Marquette University: “At the 
end of the war there was no question where the leadership in science was to be 
found—today there is a question where the leadership lies. And there is no- 
question which country is developing scientists most effectively * * * 

“I think there cannot be a shadow of a doubt that 10 years from now Russia 
will be the unquestioned leader in the scientific field.” 


[Excerpts from statement by Dr. T. Keith Glennan, Administrator. NASA, before the- 
House Committee on Science and Astronautics, Jan. 27, 1960] 

I think it is time that all of us recognize that on the basis of the present 
scoring system, one based almost wholly on weight-propelling capability, we can- 
not expect to outscore the Soviets for a considerable period of time. We should 
be able to match their present weight-lifting capabilities within the next 12 to 
18 months, based on present expectations for the Atlas-Agena B and the Atlas- 
Centaur systems. If, by that time, as may well be possible, the Russians have 
made optimum use of what we believe to be their present thrust levels, or have- 
developed an even higher thrust booster, our expectations of superiority wil! not 
be satisfied for about 4 to 5 years, when the Saturn should be ready * * * 

It is clear that the Soviet Union continues te hold a substantial space lead 
in the eyes of the world. It is equally clear that this lead is based principally 
upon the possession by the Soviets of one or more reliable launch vehicle: 
systems having perhaps twice the thrust of our own first stage booster rockets. 


Future problem of defense 


We must credit our enemy with diligence in pursuing development 
programs similar to the ones the administration has canceled for lack 
of funds. Our hope for peace and liberty is futile unless we somehow 
achieve this necessary defense development and expansion before the 
Reds achieve it. 

On the day the Soviet’s striking power equals. ours—and it will 
within 1 or 2 years unless we step up our production program—the- 
United States will not dare to support a free world country by strik- 
ing the Soviet Union. To do this would invite a Red nuclear attack 
and unspeakable destruction on the United States. 

When both the United States and the U.S.S.R. possess unlimited 
striking power, a nuclear stalemate will result. In this case neither 
the United States nor the U.S.S.R. is likely to attack the other. Con- 
sequently, both we and the Soviets, if we decide to participate in a 
— war, most likely would confine our efforts to the local area of 
combat. 
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In this case could we rely on the Kremlin not to strike with nuclear 
weapons? Or to put it another way, could we win a limited war 
against an enemy, supported by the Kremlin, without resorting to 
nuclear weapons ¢ 

We would be forced to use North American bases as any overseas 
base not declared neutral would soon be destroyed. 

As Walter Lippmann wrote February 18, 1960, we must face this 
fact: 

The Soviet Union has achieved parity in nuclear weapons. This has re 
duced our nuclear power from that of an instrument of world diplomacy to a 
national deterrent against attack on the United States. 

Mr. Lippmann may be slightly in error on his timing because 
SAC today can deal a more deadly blow than can Red strategie strik- 
ing power. But unless we immediately institute measures to maintain 
our nuclear striking supremacy, Mr. Lippmann’s warning is correct. 

Three self-evident facts emerge: 

(1) We must quickly achieve nuclear propulsion for aircraft, 
missiles, and spacecraft. 

(2) Our intervention in small conventional wars may involve 
use of nuclear weapons. 

(3) To defend the free world SAC must be stronger than Red 
strategic striking power. 

It is imperative that funds be made available now to institute some 
such program as is shown below: 


as 

cost 
Necessary program: (million) 
a a eo a ee $125 
EE Was cninciiagh 4.sesscisegpnacaialch tana eolcemebiin cabs didi lcte saiemdpelaeaaiinn cai 375 
i i a a as ee ee ee fee ee 400 
Pee Garenp one a ee ee ee Sl eee 750 
Low altitude penetration bomber___......--...-_---__-_-----_-_-_ 375 
EE, SI, DI tlic dd tice biiiciak bcecpbgaalbbpemianion 400 
Polaris submarine increased production__._.-_-.--...__--_-__-___-- 1, 000 
Oe eh ceee eRe eons Seg cack sige atatese aise ace nay np aad 325 
Veruca: tineem iitsroneue.. 375 
Oe ERIC a seen ee 400 
PATRI ET . TGIUINT CI cic pchsisehbS ictccs tt tdendncdncencbatiiiniee amen 400 
vip shic cevesdcsaniig cin kaso sd eel dine dain diamine tiie anda an 4, 925 


That is an estimate, but it is just as likely as not to be lower and 
just as likely to be over what the value would be: 


The U.S. Economy 


This recommended military expansion program is no plea for mere 
defense spending. An objective survey of our military expenditures 
readily reveals that we can and we must have better defense for less 
money. Today out debt is unprecedented. The Director of the 
Budget has put our debt and commitments at three-fourths of a tril- 
lion Gotiat Our taxes are confiscatory. Yet, during the past three 
decades only five times has our budget been balanced. 

Except in 1957, because of the Suez crisis, every year since 1950 we 
have suffered a deficit in our international balance of payments. Our 
overseas troops spend annually $3.2 billion. This expenditure is 
really foreign aid although it does not appear in the foreign aid 
budget. Nevertheless, this vast sum affects our balance of payments 
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Our gold reserve stands at $19.5 billion; foreign dollar credits, with 
which foreigners can demand our gold, stand at $23 billion. If for- 
eigners should call this gold, and they can if they so elect, the value 
of our dollar would become all but worthless. 

U.S. Government obligations held by foreigners are officially stated 
at $12.117 billion. Interest payments by the U.S. Government to 
foreigners on these obligations amount to more than $500 million 
annually. These interest payments themselves constitute a form of 
foreign aid. 

Military expenditures: SAC, admittedly our and the free world’s 
principal war deterrent, costs the American taxpayers less than $9 
billion annually. SAC constitutes more than 90 percent of our nuclear 
striking power. The remainder of our $41 billion defense budget ($32 
billion) is being expended almost entirely for old-fashioned, con- 
ventional warfare methods; this $32 billion should be reduced. 

Our surface forces, the Army and the surface fleet remain essential 
but they are no longer decisive in the air-space-nuclear age. Before 
the Korean war, the Army and the Navy each received annually less 
than $5 billion. They should now revert to some such budget and 
thereby save $10 billion. 

The overseas cost of U.S. foreign policy, which has averaged about 
$8 billion annually since its inception, should be reduced over a 2-year 
period to something less than a billion dollars annually. This would 
effect a saving of $7 billion. If our troops were withdrawn from West 
Germany, $1 billion could be saved on tactical air support. 

This total saving of $18 billion would be reduced by approximately 
the $5 billion needed to strengthen our Military Establishment. 


Accordingly, we could have far greater security and save $13 billion. 
To summarize, from the surface forces save $10 billion; on foreign 
aid save $7 billion; on Air Force tactical support save $1 billion; on 
defense, increase $5 billion—total saving, $13 billion. 
In view of our threatened economy, the above-suggested saving is 
essential. As Dr. Melchior Palyi, noted economist, sizes up the present 
fiscal situation : 


The problem could be solved at once by cutting foreign aid and military ex- 
penditures abroad. 


The way out 


The benefits of foreign aid are vastly overrated. Our economy is 
threatened. The cruelest, bloodiest dictators of all history threaten 
our survival. To put foreign aid ahead of our own defense would be 
suicidal, both for ourselves and the rest of the free world. 

Our committee has no desire to repudiate treaties or to break agree- 
ments. We are convinced, however, that foreign aid, except in cer- 
tain instances—Korea, Formosa, Berlin are examples—has run its 
course. It is high time that our allies stand on their own. 

We must plan to survive through economic stability and military 
strength and without sacrificing our liberty. 

The announced Communist objective is world domination. The 
prime prerequisite to block this sinister Red ambition is a sound Amer- 
ican economy and supremacy in air-space-nuclear striking power. 
Without a sound economy, we cannot adequately arm. 

Without superior striking power, no national strategy and no free 
world strategy can succeed. Without superior striking power, small 
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Communist-kindled wars cannot be limited. We and the rest of the 
free world can be subjected to Red political blackmail, our economy 
can be collapsed, and our liberty taken from us. 

With sound American economy and air-space-nuclear supremacy, 
the Red threat can be held in check until the inherent weaknesses of 
communism cause it to consume itself. 

Thank you. 

Chairman Morean. Thank you, General Fellers. 

The other witness is Mr. Rockwell. You have a long statement 


here. I see the pages are not completely filled. Do you wish to read 
the whole statement ? 


STATEMENT OF WILLARD F. ROCKWELL, CHAIRMAN OF THE 
BOARD OF ROCKWELL MANUFACTURING CO. AND ROCKWELL- 
STANDARD CORP. 


Mr. Rockweti. Any way you want. I can summarize it rather 
rapidly, I think. 

Chairman Morgan. You may proceed. 

Mr. Rockwe.tu. My service under Governor Stassen when he was 
head of Mutual Security, my switchover to the Defense Department 
under Secretary Wilson, and the various reasons why I only stayed 
there 6 or 7 months—that will bring you up to about page 9. The 
rest of it shouldn’t take very long. 

Chairman Morean. Go right ahead, sir. 

Mr. Rockwetu. I am chairman of the board of Rockwell. Manu- 
facturing Co. and Rockwell-Standard Corp., which together had 
sales of over $400 million in 1959, over 19,000 employees, and over 
43,000 stockholders. These companies operate from one to seven 
plants in 18 different States, four wholly owned plants in Canada, 
Germany, and Switzerland, and have partially owned plants in 
Canada and Brazil, with affiliated companies in other foreign coun- 
tries, including England, India, Italy, and Mexico. 

For this committee’s information on my record, my military service 
started in the Massachusetts Militia more than 50 years ago. I have 
been on active duty with the Army periodically since World War I, 
including the day when Pearl Harbor was attacked. At that time I 
was rejected on account of age from combat duty, so I advised the 
adjutant general that I could not be assigned to any position involv- 
ing military procurement which might subject me to a charge of “con- 
flict. of interest.” 

I knew that the companies with which I was associated would be 
severely restricted in their usual peacetime production and that their 
facilities were essential to our country’s all-out military production. 
After consultation with General Knudsen, former president of Gen- 
eral Motors, he recommended my appointment as Director of Produc- 
tion and Procurement in the Maritime Commission, where I served 
under Admiral Land from April 1942 until 1944, when, with the end 
of the war in sight, the Maritime Commission had a well-developed 
staff with only routine problems ahead. I served simultaneously on 
the Army and the Navy Munitions Board’s Executive Committee and 
the War Production Board’s Requirements Committee, etc. 

In December 1953 I was asked by former Governor Stassen, whom 
I had never met, to meet him and President-elect Eisenhower at the 
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headquarters in the Commodore Hotel in New York City. It was 
known that Governor Stassen was to become Director of the Mutual 
Security Agency, but no decisions had been announced on future 
policies of that Agency, which is shown by the press release of Janu- 
ary 17, 1953, reproduced herewith: 


[Press release of Jan. 17, 1953 


In a meeting in New York on Friday, January 16, 1953, with General Bisen- 
hower and Governor Stassen, Colonel Rockwell was advised that he had been 
drafted for service with the Mutual Security Agency. It has been announced 
through the press that there will be considerable revision and consolidation with 
such other agencies as the Economic Cooperation Administration, but there is 
no definite information available to permit conclusions as to the recommenda- 
tions of the new administration or of the changes which may be expected after 
due consideration by Congress. 

In the First World War, Colonel Reckwell was assigned by the War Depart- 
ment to civilian design and production of military moter transport require- 
ments. During the Second World War, the three companies—Rockwell Manu- 
facturing Co., Standard Steel Spring Co., and the Timken-Detroit Axle Co., in 
each of which he serves as chairman of the board—produced approximately a 
billion-dollar volume of aircraft instruments, armor plate, bombs, munitions, and 
components of tanks and military vehicles. He was on frequent active duty 
assignments as industrial consultant on military motorization and mechaniza- 
tion between the two World Wars, and is a member of the Organized Reserves. 

On the outbreak of World War II it was evident that he could not serve in 
any position in the Army in which he would not become involved in contract 
negotiations between the War Department and his industrial interests, and he 
therefore was drafted as Director of Production in the Maritime Commission. 

Colonel Rockwell’s companies have many affiliations and contracts with 
British and Western European industries, and he has made frequent trips 
abroad on international business. As a result of his domestic and foreign ex- 
perience in industry and his familiarity with the problems of international trade, 
he has been drafted into the Eisenhower administration as an expert consultant 
on productivity. Until the new administration defines the new agencies and 
outlines their functions, it will be impossible to make any definite statement 
as to the duties that will be assigned to him. 

In the postwar years, Colonel Rockwell has visited Europe annually, including 
one trip with a group of automotive experts which was asked to make a semi- 
Official report on the operations of ECA after interviews with ECA administra- 
tors, American ambassadors, Mr. Winston Churchill, Sir Stafford Cripps, and 
Cabinet ministers in England, France, Italy, and Belgium. 


After indoctrination in the Mutual Security headquarters in Feb- 
ruary, I was sent to Europe to study mutual security operations in 
France, Italy, and England, and to maintam contact with the several 
evaluation teams which had been appointed by Governor Stassen to 
report on MSA status in all NATO countries. In Europe, we were 
briefed at SHAFE and the Embassies of each country. 

On March 14, 1953, after I made my reports, I was advised by Gov- 
ernor Stassen that Secretary of Defense Wilson had requested that 1 
be released from MSA so that I could be nominated as Assistant. Sec- 
retary of Defense for Logistics and Supply. Secretary Wilson took 
me to see several members of the Senate Armed Services Committee, 
who told us that I would have to sell my shares of stock in various 
companies in which I was chief executive. When I explained that I 
had given a very large percentage of such shares to my children and 
I had no power or right to ask them to sell, the Senators explained 
that if I sold only my own stock, there would be no objection to my 
nomination. I told them frankly, however, that I still would not feel 
free from the conflict-of-interest charge, in view of my family’s hold- 
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ings, even though I had no interest other than the very strong inter- 
est in the future welfare of all other stockholders. 

Secretary Wilson believed that the Senate committee would change 
its mind if he assured them that I would not be placed in a position on 
any procurement where I would be dealing with companies in which 
I had a direct investment or indirect interest. He had another nom- 
inee for similar office who also held shares in companies with Gov- 
ernment contracts, but in a very much smaller amount, and, as he pre- 
dicted, this nominee was permitted to serve. However, he learned 
later that the Armed Services Committee would not permit me to 
serve unless I sold my stock, which, as I said before, did not solve my 
personal problems regarding my children’s interests. 

This is the only industrialized nation in the world which does not 
draft its top industrialists into service in a crisis, which implies that 


only Americans who make millions through peacetime production can- 


not be trusted to make their honest maximum effort to aid their home- 
land in its defense. Only a demagog would attempt to explain how 
selling his investments purges a man whom they previously regarded 
as a doubtful character. Retention of such rules makes it impossible 
to obtain the services. of qualified individuals in many vital Govern- 
ment posts at home and abroad. 

The Secretary asked me to serve in several other Pentagon posi- 
tions, such as Acting Chairman of the Army and Navy Munitions 
Board during its period of dissolution when its functions were being 
transferred directly to the three military departments. I was also as- 
signed to settle disputes concerning cooperation or conflict between 
the many Government agencies which were empowered to loan or give 
away Federal funds or Federal property and services. I visited all 
NATO countries from Turkey to Norway, and so forth, to report on 
productivity in their orders for military materiel placed by the United 
States of America. 

It is my personal opinion, and seems to be that of most authorities 
in our Government and international affairs, that the present Secre- 
tary of the Treasury, Robert Anderson, has had the greatest all-around 
successful experience in both military and commercial affairs of any 
individual holding public office. Under the title, “A Sound Man— 
= a Sound Dollar,” the Reader’s Digest of February 1960, describes 

im as— 


one of the ablest men in Washington, 
and a 


skillful and determined fighter for a stable U.S. currency—as the keystone of 
prosperity at home and abroad. 

Mr. Anderson was appointed Secretary of the Navy by President 
Eisenhower, who said, “If I had a dozen more like Bob Anderson, I 
could run this place.” From my experience in Government and busi- 
ness, I believe that our Government has grown so big that it would 
be just as impossible for 12 Bob Andersons to comprehend and solve 
all the new daily problems of our domestic and international opera- 
tions as it would be to find 11 more men like him with equivalent all- 
round experience in education, local, State and Federal Government, 
Federal fiscal problems, and management of huge private enterprises 
before he reached the age of 50. 
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Press reports indicate that Secretary Anderson has completely 
reversed one of the original foreign-aid policies. In 1953, 1 knew 
that foreign recipients of our dollar aid were told that they must not 
buy anything in the United States if it could be purchased in any 
foreign country—the announced purpose being to spread our aid to 
any one foreign country, wherever possible, to other foreign countries. 
Secretary Anderson’s “Buy American” policy may some day be recog- 
nized as “locking the barn door after the horse is stolen,” but if he can 
firmly establish and enforce it, he will have aided every worker, inves- 
tor, and taxpayer in this country. 

The Detroit News of November 1, 1959, carried a news report by 
Elie Abel, chief of the Detroit News-Washington Bureau, stating that 
Secretary Anderson is— 


today the most influential member of the Eisenhower Cabinet— 
and continues: 


As guardian of the Nation’s solvency, Anderson is a force to be reckoned 
with. It is on him that the President leans most heavily now that Secretary of 
State Dulles is dead and Sherman Adams has gone home to the granite hills 
of New Hampshire. 

About a month ago, Anderson delivered a short speech that echoed “round 
the world.” Addressing the annual meeting of the International Monetary Fund, 
he said the country was running a large deficit in its balance of payments, some 
$4,500 million this year, and that something would have to be done about it. 

The time has come, he said, for the industrial countries of Western Europe 
and Japan as well to pull their own weight. There is no longer a dollar shortage, 
Anderson added, but a worldwide shortage of investment capital. 

He insisted that the United States alone could not carry the whole burden of 
arming the free nations and financing the economic development of newly 
sovereign nations in Asia and Africa. 

Anderson called on America’s main allies—Britain, France, West Germany, 
and Japan—to remove their traditional quotas against the importation of U.S. 
goods. 

In this effort, Anderson had the full support of President Eisenhower. At 
his news conference this week, the President declared that the United States 
should not be “looked on just as an Atlas trying to carry the whole world” on 
its shoulders. 

There is no real argument in Washington about Anderson’s objectives. Even 
his critics acknowledge that the prosperous Western countries should remove 
existing restrictions on dollar trade. 

In the State Department there is no quarrel with Anderson’s contention that 
the Allies, recovered now through massive U.S. aid, can well afford to pay 
their share of common defense costs and assist far more generously in the 
economic uplift of the nonindustrial countries. 

But there is a very lively argument over Anderson’s proposed remedies. The 
first of these, announced October 19, was a requirement that countries receiving 
loans from the Development Loan Fund must, except in special cases, spend 
their dollars in the United States. 

The second step is a sweeping review of military spending overseas to find 
ways of cutting down the dollar loss. For the moment, the State Department 
has managed to stave off a demand by the Treasury that the buy-American 
approach also be applied to the foreign-aid program, managed by the Interna- 
tional Cooperation Administration. 

The crux of the argument, say Anderson’s critics, is whether Washington 
should try to solve the payments problem by protectionist or expansionist 
methods. 

The fear that if the United States turns protectionist, stipulating that its 
foreign loans must be spent here, countries on the receiving end will catch 
the contagion and start raising their own tariff barriers against American 
goods. 

Japan is a case in point. The Japanese have been under considerable U.S. 
pressure to lift their restrictions on dollar imports. 
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But Japan supplies goods worth $110 million a year to other countries that 
are paid for by the U.S. offshore procurement program. 
If Japan were to be deprived of these earnings under the buy-American policy 
favored by Anderson, she would almost certainly be less inclined to oblige 
Washington by lifting restrictions on imports from the United States. 


Those who contend that U.S. restrictions will do more harm than good make 
two additional points: 


Throughout the wide are of former colonial territories in Asia and Africa, 
loans earmarked for spending only in the United States will inevitably recall 
the old “economic imperialism” of Britain, France, and the Netherlands. The 


Soviet Union, for that matter, also requires that its loans be spent on Soviet 
goods. 


U.S. officials in the field have made great headway in persuading recipient 
governments to buy the capital goods they need where the price is most favorable. 


In this way the countries receiving aid have managed to get better value for 
their money. 


“Inasmuch as U.S. prices for capital goods tend to be higher than British or 
West German prices, the effect of a Buy-American provision would be to reduce 
the effective amount of U.S. aid to these countries. 

The Treasury is convinced, however, that if the gold and dollar drain is not 
soon arrested there will be a great outcry from both labor and management 
demanding a return to high tariffs and other old-style protectionist practices. 

Intelligent labor leaders know—this is my own statement—that 
our domestic markets are being invaded by low-wage foreign-made 
goods, and it is certain that we cannot meet that competition on a 
free-trade basis. When production slows down abroad, our markets 
will be flooded with imports, our unemployment payments will mount, 
and our Federal deficits will double because of lower tax collections 
and higher relief expenditures, until we take strong action to cure 
the situation—and the longer we procrastinate, the longer we shall 
require for a painful recovery. 

Very little thought is given to our vanishing natural resources, or 
our complete lack of some strategic raw materials. No one needs 
fear that we are going to close our ports to all foreign materials. If 
our sound dollar becomes a soft currency because of domestic infla- 
tion, we may not even have enough dollars to pay for the imports we 
cannot do without. Whose foreign aid program will be extended to 
us then? 

I am absolutely convinced that, in the past 10 years, the great 
majority of our citizens have become opposed to having their heavy 
tax burdens increased to obtain the billions which have been given to 
our present strong allies, our former allies, and our former enemies. 

I sincerely believe that the switch from Marshall plan monetary 
aid to foreign military aid and the vast offshore procurement programs 
were really subterfuges—certainly in that part where practically ob- 
solete military materiel was procured overseas and, according to later 
authentic reports, was neither carefully inspected before payment, nor 
prudently stored after payment. 

Accompanied by military officers representing Army, Navy, and 
Air Force in 1953 I was ordered to inspect and report on the efficiency 
and productivity of various foreign plants which were producing our 
offshore military orders. 

In one plant in Western Europe, shells were being produced on 
rebuilt machines which had seen duty in the First World War. 

In that particular country there is a very heavy tax on new ma- 
chinery, and to avoid that annual tax, more money is spent in re- 
habilitating and motorizing old machines than would be required to 
produce new machines. 
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I saw new hydraulic presses made of steel castings which had neve: 
been painted, in the hope that the tax collectors would not recognize 
them as new machines. Managers in many foreign plants have 
learned how to dodge taxes, and have the sincere conviction that tax 
dodging is justified because of the ever-expanding greedy attitude of 
the tax collectors and the pandering political spendthrifts. If such 
methods are questioned, managers mutter that self-preservation is the 
first law of nature. High taxes in this country are promoting the 
same sordid strategy, as everyone should know. 

Because of longtime friendship based on private business relations 
in many foreign countries, I have been given frank expressions on 
how our mutual aid program is regarded. 

In England, for example, I was told by a widely known industrialist 
that our generosity—both private and Government—was beyond any- 
thing ever known ; but, he added : 

If your Government had not given so much to our country right after the 
war when the Labor Party was in power, the vast losses resulting from nation- 
alization of our industries would have exposed that folly several years before 
it became fantastically obvious, and Great Britain’s economy would have re- 
covered several years sooner. 

On another occasion when I was asked to speak on foreign affairs 
before the largest Rotary Club in this country, a British consular 
official denounced our country and said we owed our very existence 
and all our prosperity to England. 

He said that we had failed to go to England’s assistance in 1914; 
that. we took advantage of the situation to profiteer on everything we 
sold the Allies; and that we only entered the war when we feared that 
Germany might win the victory and dominate our world. He said 
we did the same thing in World War II and would have continued 
to stand aside, bleeding the Allies through our profiteering, if we 
had not again feared that Germany and Japan would win over them 
and then attack ns. After exhausting himself with this hysterical 
outburst, he partially apologized and said that. his bitterness resulted 
from the loss of his entire fortune and some members of his family in 
World War I. 

These two. incidents—I could cite more—merely illustrate the wide 
difference of opinion among Britishers—some of whom say we have 
been. generous to.a fault, and a small minority who claim that what 
little aid. we gave them was a very sorry return for what they gave 
to us.in blood, sweat, and tears. 

Our citizens who are best acquainted with England and its people 
are usually its greatest admirers, and that attitude is duplicated in 
the attitude of most good Englishmen toward us, I sincerely believe. 

Our best friends in Europe are now worried about our fiscal situa- 
tion, realizing that uncontrollable inflation in this country could de- 
stroy the stability of most of the civilized world’s economy. Even the 
most. envious realize that if our country becomes less powerful than 
Russia, all free Europe’s future is in jeopardy. 

The British newspaper Daily Mail recently reported on our bene- 
factions. and the current situation in these words: 

They are. referring to the two economic blocs that have been set 
up in Europe: 
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Without generous dollar aid (from the United States), Europe’s present pros- 
perity would have been impossible; having achieved it, she is now, wittingly or 
not, turning it against her benefactor. America must expect intensified competi- 
tion everywhere from these two new economjc blocs. 

And let me add, the first European economic bloc was conceived 
and set up by our own misguided foreign representatives. 

Our country agreed to replace all the French railroads that we de- 
stroyed during World War IT. We carried out this promise, but only 
after it was completed did some French officials complain that we had 
rebuilt some railroad branches which were no longer useful, because of 
the shift of commerce and industry—and that we had thereby foolishly 
increased the French Government’s expenses. 

I could relate a good many cases like that where they let. us spend 
our money and then blamed us for not doing it the way they would 
have done it. 

The difficulty in obtaining the most competent men to run for public 
office in this country is well known, and it should be obvious that: it 
is far more difficult to obtain competent men with foreign experience, 
who are willing to go to foreign countries and take the months or years 
required to study the problems, plan-their solution and carry out a 
profit-producing program. 

For many years congressional committees have reported on the in- 
competency of our representatives in foreign aid, rangmg from out- 
right dishonesty to utter inability to either plan or execute a helpful 
program. When our representatives cannot speak their language and 
insist on better living quarters than they were accustomed to at. home, 
they invite envy and criticism. They furnish material for Com- 
munist propaganda. 

In many foreign countries our lavish gifts are looked upon with 
angry suspicion because they are often regarded as preliminary steps 
to imperialistic expansion, or a subtle scheme to draw the recipients 
into a future capitalistic contest with Communist nations. 

Even in the face of our clean past record, Communists do convince 
them that we plan a war of aggression for our own selfish interests. 

Our thousands of foreign representatives have failed to show our 
foreign recipients of ou tale that Russia has enslaved the satellite 
nations and is brutally bleeding them to build up the Russian war 
machine. Russia wins good will by promising that under communism 
everyone will own a piece of land, a loaf of bread, with pepeess 

ace. These are heavenly promises to people who never had these 

nefits and who do not know that Red Russia has not even given one 
of these benefits to their slave satellite subjects—nor even to the native 
Russians. 
The Wall Street Journal of April 9, 1958, reports on— 


the flagrant misuse of U.S. aid funds—and profiteering that may give Com- 
munist propagandists a weapon offsetting the anti-Communist influence the aid 
program was designed to have in Laos. 


Such dismal foreign aid reports have been issued by the dozens in 
the past 10 years, but seem to have no effect in substantially changing 
our methods. This report says: 


Laos has been ecstatically drowning in American aid ever since 1955, not long 
after it was carved out of what used to be Indochina. 
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The article is too long to reproduce, but the following quotations are 
typical of the horrible mess: 


The country is now straining to absorb $12 million worth of goods, yet $35 
million is supposed to be coming in. If all this stuff actually arrived, it would 
be lying all over the streets. 


An ICA official is quoted as follows: “One trouble is that in 1955 we started to 
throw in anything just to impress the Laos Government, and now we’re stuck 
with a bunch of assorted, unrelated projects but no real program. It would be 
easier to start all over again than to correct what we have.” 

The Laotian Government’s income, mostly from customs duties, is barely $1 
million a year—but our 2-year aid has exceeded $100 million. 

Who can tell us which of these statements are complaints and which 
are confessions of incompetence and criminal waste? 

Having plants in this country which are producing the identical 
items which we produce in our foreign plants, we know that our 
domestic wage costs are considerably more than four times the wage 
costs in England, Germany, or France—and more than 10 times 
Japanese wages. We know that these countries subsidize exports, and 
in some instances guarantee exporter’s credits, while many of our 
superior products shipped to them before, during, and for several 
years after the war, have been completely barred since 1948 by various 
devices, such as currency restrictions, quotas limiting importations, 
ete. 

Secretary Anderson insists that currency, quota, and tariff restric- 
tions against our exports must be reduced from now on; but during 
the period when we were cut off, many of our products have been 
duplicated by foreign competitors—with a saving to them of the 
millions of dollars we have invested in research, experimental work, 
tooling and machine design, etc. 

In more than one instance, our designs were not only copied, but our 
trademark was pirated; and there is no way in which we can obtain 
compensation for the outright expropriation of our valuable intangi- 
ble assets. 

Both our military and civilian foreign aid representatives admit 
they have obtained blueprints of U.S. products for the specific purpose 
of setting up competition in foreign countries without our knowledge 
or any form of compensation. Russia obtains copies of every patent 
issued here, and the record of what Russian spies have stolen from us 
is too well known to need mention. The Russian commercial invasion 
is yet to come, but come it will. 

Over 2 years ago I asked the manager of one of our leading U.S. 
machine tool builders how he could meet the increasing foreign com- 
petition and he answered very frankly that he was buying and using 
foreign machine tools to lower the cost of producing his machine tools 
in this country. The minimum saving on imported European stand- 
ard machine tools is 35 percent, and the Japanese imports show much 
greater savings. 

Our American machine industry has been the basis of most of our 
great industrial expansion, which made us, in less than 100 years, 
the most powerful nation in the history of the world—both on a peace- 
time basis and in global warfare. 

Only 2 days ago, last Saturday, in negotiating to establish a partial 
interest in a Brazilian plant through furnishing them with capital 
equipment and know-how, I was asked why our U.S. machine tool 
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builders would not sell to Brazil on credit in the postwar years. My 
Brazilian friend pointed out that West Germany accepted orders on 
long-credit terms which our machine tool builders could not, or would 
not, finance, but he had learned that the West German credits were 
established only through the use of Marshall plan funds. 

I was over with some of our chamber of commerce groups in Ger- 
many, and one of the groups in 1956 said, “If they had more money, 
they could extend longer terms to South America and they would 
hope we would get them.” One of the manufacturers said to him, 
“We lose out. We extend 3-year terms down there, but you gave 
5 years.” That is the thing we are up against. 

In other words, U.S. industry is heavily taxed to give Marshall plan 
funds to West Germany, and these funds are used to sell foreign 
machine tools on credit to Brazil. Having once established German 
sources as suppliers of machine tools to Brazil, it will be just so much 
more difficult then for U.S. machine toolbuilders to obtain future 
orders, because the German machine toolbuilder will have established 
parts and service agencies where the U.S. builder has none. 

From 1939 then up to 1948, our European competitors were not able 
to maintain their trade in South American countries, where they had 
predominated before World War II because of their lower wages, 
lower taxes, and many other lower costs—especially transportation, 

American corporations took over this business by default during 
that period, but most of us knew that we could not retain the brsiness 
very long because our costs had increased since 1939 much more 
rapidly than in Europe and Japan. 

To hold our Latin American business, we had to establish plants in 
Europe, and we were also requested to do so by our Federal Govern- 
ment as another form of foreign aid. This means exporting our capi- 
tal where there is risk of confiscation in wartime, exporting our 
workers’ jobs, and building up the strength of other countries while 
weakening our own country. 

The trade magazine Steel, on April 6, 1959, pointed out that in- 
creased imports of steel in 1958 switched over 14,000 U.S. jobs to 
other lands—increased imports of automobiles switched 48,000 U.S. 
workers’ jobs to other lands, and increased imports of machine tools 
eliminated over 3,100 more jobs in this country. 

The magazine Steel on May 11, 1959, pointed out that the Navy 
saved $37,000 over the U.S. price on a ship plate contract—I presume 
this was in Japan, but I am not sure—but our Government lost 
$67,000 in taxes because our steel mills lost the order, so that the 
minimum net loss in Federal income was $30,000. 

We are still able to sell sheet steel in Europe because our steel 
producers have built up tremendous production to satisfy our U.S. 
automobile and appliance industries’ requirements. 

Our very best and latest type of sheet-steel mill has been built 
recently in Wales with foreign aid funds. With the advantage of 
very much lower wages and because profits will be high, more sheet 
mills will be built over there and more jobs will be gone forever 
over here. 

Henry Hazlitt of Newsweek of May 26, 1958, pointed out the fallacy 
of a statement by our then Secretary of State—that the bulk of our 
mutual security funds are spent in the United States—thus creating 
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employment—which is the equivalent to saying that we can always 
create employment by making similar goods and dumping them into 
the sea. Unfortunately, it is actually worse when we give these goods 
without cost to our foreign competitors, because we enable them to 
lower their costs and dump that much more material into our coun- 
try—so, in the end, our taxpayers pay the cost of that foreign aid 
and then find it even more difficult to lower their costs to meet the 
newly created foreign competition, subsidized by our taxes. 

Army procurement authorities have bought thousands of trucks 
from Japan, which are duplicates of the American standardized mili- 
tary truck. These trucks are sent to Asian countries as military aid. 
The apparent saving over producing these trucks in the United States 
is more than offset by the additional taxes on U.S. citizens to pay the 
Japanese, and the additional cost to our Federal Government for 
unemployment compensation plus the loss of corporation, employee, 
and stockholders’ taxes, which together are usually considerably 
more than 25 percent of the total price which would have been paid to 
U.S. producers. 

Our so-called United States is the only industrialized country in the 
world in which the Government does not encourage domestic industry, 
but persists in harassing and taxing it to the utmost, while extending 
aid to foreign industry to an extent which has driven many domestic 
industries into bankruptcy. The theorists who tell us businessmen 
that we can meet any foreign competition if we go to work are not 
handicapped by having had practical experience in such a futile 
experiment. 

Our foreign competitors are not inferior in any incurable way and, 
given the advantage of lower wages, they can adopt any cost-cutting 
device now available to us and thus increase their present many com- 
petitive advantages over us. 

In conclusion, let me point out that our best and truest overseas 
friends are woefully worried about our weakening dollar, our growing 
deficits, and the possibility that our gold reserves will be drawn down 
to the vanishing point. They see us in the position of a strong man 
who has volunteered so many blood transfusions that he may not be 
able to stand up and defend these younger or weaker friends against 
imminent and increasing threats of aggression. Our total national 
debt now exceeds that of all the other allied nations put together. 
We have learned the truth of the Spanish saying that “you can hire 
a servant, but you cannot buy a friend.” 

We should also recognize the cynical saying which defines gratitude 
as “a kindly feeling for gifts that we are about to receive.” Where is 
there the slightest assurance that we shall have any allies if we become 
too weak to resist Red Russia? The common people of this world 
want peace, and they are not going to give up peace willingly to take 
sides if the two biggest powers decide to commit themselves to a sui- 
cidal conflict. Our only hope to save others—as we have done in the 
past—is to make sure that we can stand alone and stand off our ag- 
gressive enemy whose manpower resources are far greater than ours 
right now. If we lose our industrial leadership, all we cherish may 
be lost. That is my firm conviction. 


Chairman Morean. Thank you, Colonel Rockwell and General 
Fellers. 
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General Fellers, you have been here before. We proceed under the 
5-minute rule. With your permission, I will have the members direct 
their questions either to you or Colonel Rockwell. 

General Fellers, I am sure you realize that this committee is not 
going to consider the military portion of the mutual security bill this 
year. Last year the committee authorized the military assistance on 
a 3-year basis, and the Development Loan on a 2-year basis. We have 
before us only an authorization for $1,452 million this year which in- 
cludes defense support, special assistance, contingency fund, and tech- 
nical assistance programs. 

Your statement emphasized the military aspects of the program. I 
am sure the subcommittee of the House Appropriations Committee 
hearing the military assistance request will be very interested in your 
statement. 

Have you made any request to appear before the Subcommittee on 
Appropriations for the mutual security ? 

General Fe.uers. Yes, sir. 

Chairman Morean. General, I listened to your statement very at- 
tentively. Do you believe in the fortress American theory ¢ 

General Frexuers. Yes, sir. 

Chairman Morean. You think we should pull back and defend our 
own shores ? 

General Freiiers. We have nothing to pull back, we have so little 
overseas. We have five divisions in Europe, and two in Korea. In 
Europe certainly if the Red Army should attack Europe, I don’t think 
they will, we wouldn’t have our troops any more. They would be 
destroyed. 

Chairman Morean. You are somewhat inclined to praise our SAC 
organization. You realize some of our most important SAC bases 
are in Spain, Morocco, Liberia, and Turkey. 

General Frexuers. I realize that, but I have my doubts if they will 
be available in war and so does SAC. No SAC unit is stationed 
overseas permanently. 

Chairman Morean. You admit that is a very important part of our 
defense today ? 

General Weeden Yes, it would be wonderful if we had them in 
war. But 1 don’t think we can depend on them. 

Chairman Morean. We cannot depend on them at all ? 

General Frtiers. I would doubt if they are available. 

Chairman Morean. You wouldn’t believe, then, that our striking 
power, if we were attacked by the Soviets, part of our striking power 
would come from these SAC bases ? 

General Frtters. I would hope so, but I doubt it. Suppose I am 
Prime Minister of England, and I have a choice of facing destruction 
by nuclear bombs or electing neutrality. We are fighting to save 
allies and ourselves. Could we ask them not to be neutral or could 
we expect them to be totally destroyed? A half dozen nuclear bombs 
can wipe out England. To be realistic about this—— 

Chairman Morean. Do you feel that the first missile sent by Rus- 
sia is going to be aimed at England or at the United States? 

General Fexuers. I think the Russians have only one enemy that 
concerns them in a military sense, and that is the United States. I 
feel they will bypass Great Britain provided she is neutral. If she is 
not, they won’t. 
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Chairman Morcan. Do you feel she would attempt to blackmail 
Britain before she would strike us? 

General Feiuers. Yes, sir. 

Chairman Morean. You have no confidence in England that she 
would not submit to such blackmail 

General Frviers. Look at what she can do to England. It is a 
question of using the bases or facing destruction. Britain cannot 
defend herself, nor can we defend her. She has her choice of neu- 
trality or destruction. These bombs are different from the bombs 
that have been used before. This is an entirely new concept in 
war. 

Chairman Morean. Colonel Rockwell, reading the first portion of 
your statement I see you were closely associated with the present ad- 
ministration in the early part of its tenure. 

Mr. Rockwett. Yes, sir. 

Chairman Morcan. You were part and parcel of the mutual se- 
curity program under the Director of Mutual Security, Mr. Stassen. 

Mr. Rockwe.u. They didn’t know what they were going to do at 
that time. 

Chairman Morean. Did you make any of your views known to your 
friends now in the executive branch of the Government? 

Mr. Rocxwett. I have, every one of them that I can. 

Chairman Morean. Have you made any progress ? 

Mr. Rockwet.. Very little. 

Yhairman Morean. I see you were in the Department of Defense, 
also. 

Mr. Rockwet.. Yes, sir. 

Chairman Morean. At the early part of this program you were 
actually part of it. 

Mr. Rockwet. Yes, sir. 

Chairman Morcan. Some of the recommendations, some of the 
studies you made in Europe in the early part of 1953, 1954, and 1955, 
were they views that you presented to the Department of Defense, 
and so forth, the same views that you have presented now ? 

Mr. Rocxwewu. They weren’t the same difficulties then as now. 
Some have become more pronounced. I wasn’t asked what I thought 
of MSA when I was drafted in there. No one knew what was going 
to happen. I see very little changes in MSA myself. I saw a great 
deal of the defense problem and many of the troubles we have over 
there, and we have plenty. 

I saw yesterday in two articles, one by Bob Ruark, telling about 
what is going on in Abyssinia. Those are the kinds of things that 
I hope we can cure our people going over there and living on a scale 
that they are not used to at home here, more or less looking down 
on the foreigners, winning plenty of ill will by the way they carried 
on. 

I am sure every Congressman here who has gone over has seen that. 
Ruark points out, for example, that we have a good manager in Abys- 
sinia. They allow $2,500 to move a family over there. Our Govern- 
ment allows $25,000. A few things like that breaks the poor tax- 
payer’s heart when he has to work to get that money and see it thrown 
around like that. 
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I think the whole thing ‘is on such a large scale that no one could 
rule it well. He says “There are about 400 American families in 
Ethiopia today.. Many could be classed as unnecessary.” He goes on 
and tells how most of their function here, he said, is entertaining each 
other. 

You take people out of their former environment and set up stand- 
ards of rich living. Maybe these people couldn’t make it back home, 
but here they can hobnob on a high scale. It costs the American Gov- 
ernment about $25,000 to bring a family out here, the whole lot. The 
fellow out there who is running the Air Force says he brought his 
people out there for $2,500. 

I saw it under Stassen that no sooner than people got there they 
were sent somewhere else. If we sent people to our foreign plants 
and brought them back in a month or two, and sent somebody else 
over there, we would soon run out of money. 

Chairman Morgan. Colonel Rockweli, you have plants overseas; 
don’t you? 

Mr. Rockwett. Yes. 

Chairman Morcan. Do you have plants in Italy ? 

Mr. Rockweti. We have had plants for 35 years over there. In 
fact, it has been longer than that in some cases. We own ne plants in 
Italy, but we have a plant there that makes our products, and there is a 
large plant there known as Breeder, which produces parts for us, and 
in many cases pays us a license. It is a large plant. It is like the 
American Car & Foundry put together. They make everything from 
locomotives down to farm implements. 

Chairman Morean. Are there any of the products of your foreign 
plants imported back into the States ¢ 

Mr. Reckwetu. Not yet. But our competitors in this country are 
talking about doing it. Our British plant isn’t as big as ours. This 
happens to be petroleum valves. They have a very eflicient plant. 
Much more efficient than it was when we went over there. But it took 
them 20 years to learn how to use American methods. They quoted 
35 percent under our prices in New York. We cannot hold our busi- 
ness in South America except through owning a German plant. We 
think Germany is the lowest price, but they ery like children over the 
fact that the Japs are taking their business away from them on the two 
favorite products, optical goods and cameras. A German hates to 
admit that anyone can make anything cheaper than the Germaiis can, 
but many of our people are carrying Japanese cameras. 

One of our men had a pair of Zeiss glasses. He went down about 
repairing them. He said the German distributorship said, “I would 
like to sell you a new Japanese glass better than that one, cheaper than 
the cost to repair that one.” 

They pay one-fourth of the wages there. They keep their Japanese 
steel mills clean. We asked how. He said the able-bodied women 
around here only get 25 cents a day. 

Chairman Morgan. Colonel, do you have an export business? 

Mr. Rocxwetu. We had a large export business. During the war 
generally France and Italy had to depend on us for machine tools. 
Machine tools has been the secret of our great program in this coun- 
try. In England they couldn’t produce anything immediately after 
the war. They barred us completely by saying that no one could buy 
our products unless they had American dollars. 
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Of course if you bought anything over there and paid them dollars 
it went to the Bank of England, and it came out in pounds. In 
France, where we sold many tools, they put a quota on of $3,000 a 
year. For $3,000 worth of business a year it wouldn’t pay to send a 
man over there once a year. 

We are very much more efficient in our — than they are. We 
occasionally sell some of these tools in Germany. We can’t keep 
selling them there unless we go over there and produce them there. 

Chairman Morean. Last year your committee recommended a cur- 
tailment of the program in 3 years. What is your position now? 

General Frtuers. I show a saving of 13 billion, 7 of it would be 
foreign aid. 

Chairman Morean. Your position hasn’t changed since last year? 

General Fetters. No; we have come out with a statement. We 
want it cut in half this year. 

Chairman Morean. You feel the whole program should be cut in 
half but didn’t mention it in your statement. 

General Feiiers. That is right. 

Chairman Morgan. Thank you, General. 

Mrs. Bolton. 

Mrs. Bouron. I am glad to see both of you, even though you do 
hang a bit of crepe on our door. I think you are a happy crepe- 
hanger, and perhaps it is important for us to have this material. 

May I ask one or two kindergarten questions. What does your 
company make? 

Mr. Rockwetu. A very wide variety of things. One company, of 
course, is almost entirely in the automotive business, although we do 
make airplanes. Mostly we make component parts for the automotive 
industry. We are spread all the way from parts for farm imple- 
ments up to automobiles and passenger cars. 

Mrs. Bouron. Do your foreign plants make those, also ? 

Mr. Rockwetu. Some products we make in this country have no 
value over there altogether. We have a plant down in Uniontown. 
The water meter we make for this country is of no use over there. 

Mrs. Botton. You misunderstood me. Do the plants that you have 
over there make things that you sell in this country ? 

Mr. Rockweti. Yes; they do. We have to take the valves over 
there. We couldn’t possibly hold our South American business unless 
we had valves made over there. 

Mrs. Botton. Why not? ; 

Mr. Rockwetu. Wages are too high. We have a plant in Akron, 
Ohio, and we have one in Hamburg. We figure in all the costs, many 
people leave out little things like fringe payments, but sometimes they 
are high, we pay 414 times as much in Akron as we do in Germany. 

There are many other advantages than that, one of them being in 
Germany they work cheerfully 44 hours a week. They are glad to 
work overtime. Up to the first of the year they worked 48 hours. 
They were promised to reduce the hours from 48 to 44, and an in- 
crease in wages of 10 percent. They are now worried about Japan 
and about their competition with certain other countries. As a result 
they aren’t too sure they want that increase in wages. They want 
work much more than higher wages. 
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Mrs. Bouron. Most of what you manufacture abroad, most of it is 
sold in this country or South America? 

Mr. RockweE.u. Sold everywhere else in the world except this coun- 
try. ae are buying machine tools over there because we can save as 
much—— 

Mrs. Borron. I thought you said we were bringing things in. 

Mr. Rocxwetu. Yes. For some reason, as I have heard a good 
many explanations, we buy a good many things over there. In Swit- 
zerland we buy copper tubing over there and save a large amount of 
money over copper tubing here. The only explanation they can give 
as to why Switzerland, which has no natural resources to speak of, 
can produce cheaper than Germany is that certain “iron countries” 
do want to get rid of copper, and want hard currencies, they will sell 
at less than cost to Switzerland to get certain currencies. 

Mrs. Borron. I was interested in a phrase that you used. You say, 
“Our so-called United States.” 

Mr. Rockwe tu. There are some times when they don’t seem exactly 
united to me. 

Mrs. Botton. Perhaps you feel that Texas and California haven’t 
really joined the Union yet. 

Mr. Rockwetu. Then you agree with me. 

Mrs. Botton. It seems to me you are extraordinarily bitter about 
our Foreign Service people. Is it possible for you to contend that 
we have no sense at all, that there has been no improvement? 

Mr. Rocxwe.u. After this report by Robert Ruark about what is 
going on in Abyssinia? 

Mrs. Botton. I prefer to get my information from the most reliable 
sources. 

Mr. Rocxwetx. Sometimes I read something terrible about myself 
that I don’t necessarily believe. 

Mrs. Bouton. I happen to have been over a number of times and 
have watched the improvement in many places that were critically 
attacked. I found very great improvement, so I cannot feel we are 
quite as bad as you think us. I know we make many mistakes, Colonel, 
and they are very much to be regretted because without any question 
we are in a battle for survival. But to have no word of commenda- 
tion anywhere seems to me to be a very sad approach to a helpful pro- 
gram in this country at this time. 

Mr. Rockwetu. All I can say is that I have been in close touch with 
it in the past in 1953, and what I read about it now from your con- 
gressional reports, not from anything else, although I do see many 
other angles, it hasn’t improved much, and it never will unless you 
can get the right people to go there. 

We in our foreign plants always have them run by the foreign- 
ers. We supervise them from here. You can imagine if they came 
—< here and set up plants and ran them with foreigners they would 

e very 

Mrs. Botton. Mr. Chairman I do not want to belabor this especially 
as I believe my time is up. 

Chairman Morean. Mr. Zablocki. 

Mr. Zasvockt. Certainly your statement provoked interest and 
some food for thought. How large a staff does the Citizens Foreign 
Aid Committee have? Your committee does have a staff of auditors 
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and investigators who obtain the information and statistics on which 
you base your statement. 

General Fe.ters. On which I base my statement ? 

Mr. Zasiocki. Yes. 

General Fe.iers. My statement is obtained, first of all, I am a pro- 
fessional soldier, I keep up with what is going on in the military. I 
have no investigator, I do my own. 

Mr. Zasiocki.-My question was: Does the Citizens Foreign Aid 
Committee have a staff ¢ 

General Fetters. You are looking at him. 

Mr. Zasiock1. You mean you are the Citizens Foreign Aid Com- 
mittee ? 

General Fetters. We hire some research done. 

Mr. Zasiockt. That is my question. You have researchers, audi- 
tors, how do you hire them and where do they get their information ¢ 

General Fetters. The only people we have hired is the study that 
has been sent to each Congressman, put out by Groseclose, Williams 
& Associates, a firm that advises in economic matters. 

Mr. Zasiocki. Do you base your statement on press reports, news- 
paper columnists, commentators 

General Fetters. No. I have never seen any of my statements in 
the papers. 

Mr. Zasviocki. In your statement you quete commentators and re- 
porters who are critical of the program. Do you rely on other infor- 
mation media 

General Fetters. I am a professional soldier, and I have kept up 
with defense since I have retired. 

Mr. Zasiocxi. Have you visited countries where we have military 
programs ¢ 

General Fetters. Yes, I have been to Europe. 

Mr. ZasLocki. How many countries have you visited ? 

General Fetters. Seven NATO countries. 

Mr. Zantocgki. Last year? 

General Fe.tiers. Three years ago. 

Mr. Zasiocki. On page 2, General, you state: 


We know of one instance in which a senior military officer was assigned the 
task of replying to military portions of our rebuttal but this officer’s reply, if 


made, was never sent to us. 

Who was the senior military officer ? 

General Fetters. Who was he? I don’t recall his name. He was 
a major general in the Army. 

Mr. Zastockt. Could we have the name of the general when you 
recall it for the record ? 

General Fe.iers. Yes. 

Mr. Zastockxi. A quotation or reference has little value without 
identity. 

General Fexirrs. I would prefer not to do it, but I will get it for 
you. 


Mr. Zasiockt. On page 13, General, in your conclusion you say 
in effect: 


It would be the best possible insurance against Red attack of the United 
States and the free world if our own striking power would be increased. 
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I get the impression it is your conviction that if we would only 
discontinue, or reduce the foreign-aid program, our air-striking power, 
our sea-striking power, would be improved. Is that a fair conclusion 
on the basis of your statement ? 

General Freiiers. That is not quite what I said. I said we could 
save money in certain areas, and with that saving we could have 
better defense and still save money. 

Mr. Zastockt. The amount that would be saved and applied to a 
better defense would be 4.9 billion ? 

General Fetters. That is how much more I wanted to spend on 
defense and research. A saving of a total of 18 billion and subtract 
the difference from it makes a net total of 13 billion that I think 
can be saved, and 

Mr. Zasiockt. You maintain $13 billion could be saved and this 
amount applied to a reduction in taxes? 

General Fetters. Yes, sir. 

Mr. Zastockt. General, in your opinion, would the Soviet Union 
jump at the opportunity to have the oversea bases now available to 
us ¢ 

General Fetters. Would they like them ? 

Mr. Zasiockt. Yes. 

General Fe.uers. I think the Soviet Union is well based. I think 
they have the range from their own bases to strike—— 

Mr. Zasiocki. If they had the opportunity, General, to obtain the 
bases now available to us would ‘they do so perhaps even without 
regard of the cost ? 

General Fetters. I would say I don’t speak for the Soviet Union. 
I don’t know what they would like. From the bases that they already 
have they can strike us, which is their primary object. 

Mr. Zastocki. Would they want the bases if they possibly could 
obtain them ? 

General Fetters. I don’t know. I think their policy would be op- 
posed to sending their troops to the 250 bases which we have. They 
would get indoctrinated with dangerous ideas. 

Mr. Zasiock1. Why are the Communists utting such emphasis 
on their Asian programs? Why are they infiltrating into South 
America—Latin America ? 

General Fe.ters. Not with military bases. 

Mr. Zastocki. As soon as they are able to place military forces 
they have demonstrated no hesitancy in that regard. 

Do they have any military forces in Hungary ? 

General Fetters. That is not a base. 

Mr. Zastockt. Perhaps you will not agree with me, General, how- 
ever, I firmly believe if the Soviet Union could obtain these bases 
they would not only jump at such an opportunity, they wouldn’t 
quibble about the cost in obtaining such bases. 

General Frtuers. I don’t say they would not. I say they have 
already sufficient bases to strike the United States. 

Mr. Zasiockt. I have one other question of the general, Mr. 
Chairman. 

Page 18, General, the last line, you say: 


If our troops were withdrawn from West Germany, $1 billion could be saved 
on tactical air support— 
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And on page 19 you advocate that some of the foreign-aid programs 
that are justifiable are those in Korea, Formosa, and Berlin. 

How do you expect to hold onto Berlin when you cut back the 
program $1 billion in West Germany ? 

General Frnuers. I didn’t understand, and I don’t believe you un- 
derstand that the West Germany troops are to defend Berlin. Presi- 
dent Eisenhower said there will be no ground war over Berlin. 

Mr. Zastocki. General Eisenhower said that ? 

General Freiers. Yes. 

Mr. Zasiocki. Do you think Khrushchev agrees ? 

General Frtiers. I didn’t ask him. 

Mr. Zastocki. Do you agree if we cut our program in West Ger- 
many that Khrushchev would take that opportunity to march 
west 

General Fetters. No more than he has gone into Sweden. 

Mr. Zasiocki1. We would invite a Communist invasion by creating 
a vacuum—— 

General Frtuers. Five divisions don’t create either a vacuum or 
strength. He has so much more power than NATO surface forces 
that he can invade Europe any time he elects to do it. 

Mr. Zastocki. Mr. Chairman, I have two brief questions of Colonel 
Rockwell. 

a page 36, Colonel, you quote an ICA official. Who is the ICA 
official ? 

Mr. Rockwe tu. I don’t know. It is in that article which I have 
quoted there which I think comes out of a congressional report. 

Mr. Zastocki. Can the staff identify the ICA official? If we are 
unable to identify the official I respectfully request the colonel to 
identify him. 

Chairman Morcan. Without objection. 

Mr. Zasiocki. On page 39, Colonel, you state: 

Both our military and civilian foreign aid representatives admit they have 
obtained blueprints of U.S. products for the specific purpose of setting up com- 
petition in foreign countries without our knowledge or any form of compensation. 
Will you amplify on that statement? Will you please identify the 
military and foreign aid representatives who have admitted they have 
taken blueprints for the purpose of creating foreign competition to 
our domestic industry ? 

Mr. Rockwetx. Without giving you any names, I can tell you the 
War Department; the Army paid us a large amount of money for 
doing just exactly that. They are building trucks in Japan now from 
our blueprints. 

Mr. Zastockt. In order to implement the offshore procurement ? 

Mr. Rockwe tu. Offshore procurement. We have had a little ex- 
perience with that sort of thing. 

Mr. Zastocki. Mr. Chairman, I request we obtain for the record, 
who are the military and civilian representatives and what programs 
were involved and to what extent. 

Mr. Rockwe tt. Millions and millions worth of trucks have been 
bought in Japan. Ten thousand trucks, as a matter of fact, within 
one order. 

Mr. Jupp. Not for the United States. 

Mr. Rocxwett. No. 
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Mr. Zasiocki. Were they in competition with the United States 
truck manufacturing industry ? 

Mr. Rockwe.u. We have to put up the money. 

Mr. Zas.ocki. Your statement says the blueprints were obtained 
for the purpose of creating competition. That is the crux of the 
matter. 

Mr. Rockwetit. What I want to make perfectly clear, we have spent 
millions of dollars accumulating the experience we have. They take 
our pereee and turn them over to our competitors abroad. 

Mr. Zastocki. Is it not possible to have a plant in the northern 
part of our country, and also another in the southern part of the coun- 
try, both manufacturing the identical article, but not necessarily 
in competition with each other? 

I ana it would be very interesting if you would document your 
statement. 

Mr. Rockwe tt. It will be very easy to doit. Secretary of the Army 
Brucker can tell you about that. 

Mr. Zastocki. In competition to U.S. industry ? 

Mr. Rockwetu. They are made to our design. 

Mr. Zasiockt. Your statement that the military and civilian repre- 
sentatives took designs and blueprints for the purpose of using them 
abroad in foreign industry in competition to domestic industry with- 
out our knowledge or any form of compensation. 

Mr. Rockwe tt. I not only say that, I will prove it. I will show you 
this, that once you set them up and tool them up to make 10,000 trucks 
for our Army, they are in business to make those trucks in competition 
with us in India or any other place. 

Mr. Zastocki. I want to assure you, Colonel, my questions are 
intended to be friendly interrogations. Surely, as one who comes 
from an industrialized area, I am deeply interested in your charge. 

Mr. Rocxwett. I say that these labor unions before they get through 
will be the most ardent advocates of higher tariffs. 

You probably know what has happened in the Driscoll case in New 
York. It told about this Chinese in Hong Kong who started selling 
various kinds of women’s garments in this country that he finally 
owns his own textile plant. Certain women’s garments in 2 years, 
he took over two-thirds of the business in the whole United States. 

We haven’t been hit yet. When we try to buy anything in Ger- 
many the first question they say is, “What does it cost in the United 
States?” If you tell them, they will bid a little above it if they are 
busy, and think you are caught short; if they are not busy they will 
bid a little under that. 

There was a piece in November that said 5,600 tons of pipe on order 
with Youngstown Sheet & Tube had been bought in Germany for 
$50 less a ton. I questioned that. It was in all three Pittsburgh 
newspapers. I asked the people up there did they actually do that, 
because you know the Germans while they are well acclimated with 
what is going on, they don’t bid $50 under the price if they can get 
$5 above it. Pipe was short and they would be glad to get it. They 
sold it for $50 a ton less. 

You can see what will happen when things slow down. 

Mr. Zastocki. Undoubtedly we should be concerned with foreign 
competition. Nevertheless, in many cases our own domestic industry 
is faulty in inviting foreign competition. 
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Chairman Morean. The gentleman’s time has expired. 

Dr. Judd. 

Mr. Jupp. You have spoken as a professional soldier. You will 
agree that members of our Joint Chiefs are also professional soldiers ? 

General Fretuers. Yes. 

Mr. Jupp. How do you evaluate their statement that they regard 
the military benefits of the military assistance overseas as just as 
valuable as what they are spending for our own American forces in all 
three services, and therefore in their budgetary requests this year, 
while wanting more money for the three services, are not asking for 
more at the expense of the military aid programs? 

General Fetters. Foreign aid is a program to which the President 
is especially dedicated. It wouldn’t be too healthy for a Chief of Staff 
to oppose it. 

Mr. Jupp. You think the Joint Chiefs don’t really believe what they 
tellus. You are questioning their integrity ? 

General Fetiers. I can’t tell you what they believe. 

Mr. Jupp. We have to go on what our responsible officials tell us. 
They are not asking for a cut in these funds for military aid. Rather, 
they are asking for an increase, saying that they are so valuable to 
our national defense. 

Are you suggesting that they would put foreign aid ahead of their 
honest convictions as to what is necessary for the survival and defense 
of the United States? 

General Frtiers. I can’t put the words in their mouth. I can only 
say this to you, if I were in their position I would either have to sa 
what I say in my paper and resign or I would have to go along with 
the administration. 

Mr. Jupp. That is right. Knowing you as I know you, you would 
resign. 

Don’t you think those men would do the same thing? 

General Fetters. I can’t answer that. Apparently they wouldn’t. 
They are not. 

Mr. Jupp. Obviously, then, they don’t disagree. 

You say that England cannot be defended and, therefore, imply 
she can be cowed into submission. You agree that the United States 
also cannot be defended, don’t you? 

General Fetters. That is right—not adequately. 

Mr. Jupp. Don’t you think there is a danger that we may be cowed 
into submission? Our people want peace—— 

- General Fetters. That is why I advocate more striking power than 
ussia. 

Mr. Jupp. You give the impression that these allies are weak and 
are so anxious for peace that they will fold up. I think there is just 
as much chance that the United States will fold up in the desire of 
our people for peace as for these countries nearer to Russia 

General Fetiers. The European countries haven’t shown that will 
to respond to the defense program. In 1932 they had 93 divisions, 
and now they have 16. 

Mr. Jupp. And if there had been 50 in NATO there wouldn’t have 
been an ultimatum over West Berlin. 

Do you agree with General Taylor or disagree in his beliefs that 
we are putting too much emphasis on nuclear weapons, and not enough 
on conventional ground forces? 
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General Fetters. No, sir. I am in total disagreement with him 
on that. f 

Mr. Jupp. That illustrates part of the problem we have. Whom in 
the world are we to believe? 

General Fetters. That.is why I am here. ; 

Mr. Jupp. You won’t mind if, just as you disagree with General 
Taylor, we might find ourselves in slight disagreement with you. 

General Fetters. I am sure you do. But I keep trying. 

Mrs. Boiron. So do we. 

Mr. Jupp. What do you mean on the first page about the executive 
branch prepared an unauthenticated copy # 

General Frecters. There was no name on it at all. Unsigned, un- 
documented. 

Mr. Jupp. The Department of State said, here is the criticism and 
here is the answer. The fact that there was no name on it 

General Freiiers. No way to tell where the answers came from. 
It was prepared by the State Department 

Mr. Jupp. No matter where the answer came from, isn’t your prob- 
lem to show that the material in it was wrong, if it was wrong? 

General Fetters. We did, and we sent you a copy. 

Mr. Jupp. I got it, and I wasn’t at all convinced that you had 
succeeded in refuting it. 

I have to ask Colonel Rockwell a question or two. On page 24 
you say something about your convictions: 








I am absolutely convinced in the past 10 years the great majority of our citizens 
have become opposed to having their heavy tax burdens increased. 

On what do you base your conviction ? 

Mr. Rocxwetu. Talking to various people in this country and other 
countries. 

Mr. Jupp. I am interested in my district. In my questionnaire 
I have asked the same question each year for 4 years in succession. 

“Do you favor continuing our program of military and economic 
assistance to free countries which are resisting Communist aggres- 
sion or subversion,”—something like that. And the percentage ap- 
proving has gone up every year from the low seventies to over eighty 
percent. 

Mr. Rockwety. I am a great admirer of yours on the Far East. 

As far as I am concerned, if you asked that question and said are 
you willing to have your taxes raised to increase the payments to 
those countries, I think you would get an entirely different answer. 
Some of these people think the Federal Government has any amount 
of money. 

Mr. Jupp. I don’t think so. I speak only of my own district. I 
have discussed this with my people again and again. They know 
what it costs. I don’t find any widespread shift in public opinion 
against this program. 

I think there is a greater awareness in our country today of the 
need for and the importance of foreign aid 

Mr. Rocxwetu. I think you misunderstood what I said. I think 
the amount of aid that was given to them to help them recover was 
switched over to military aid because they could divide the two things. 
They are giving away less now than 10 years ago. Russia never gives 
it away. You pay in Russia for what you get. 
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Mr. Jupp. I want to compliment you on that part of your state- 
ment, praising Secretary Anderson’s ruling that funds loaned by 
the Development Loan Fund be spent for goods, machines, etc., in 
the United States. I take that same position not only from the eco- 
nomic standpoint, but from the standpoint of achieving the objective 
of the program, which to some extent is to impress people, to con- 
— them that it is in their interest to go along with the United 

tates. 

I have always felt that if we are going to put so much money into 
the effort to get them to vote on our side, so to speak, there is an 
advantage in sending in first rate American machinery which will 
stand there for 50 years as an evidence of the high quality of American 
equipment provided them. 

The second point you very properly made is that when the money 
loaned is spent in our own country, most of it goes for wages and 
people’s personal income, on which they pay taxes. So we could 
spend more money for foreign aid that is spent in the United States, 
and not actually cost us more in the end because of the taxes that 
would come back to us. 

You are the first I have heard among our witnesses who has made 
that statement. 

Mr. Rockwetu. There are some cases where we have been forced 
into direct automation where the direct costs are only 5 percent. 
When you buy that product from us 80 percent goes for labor. When 
you get through, no matter how much we cut down our labor cost 
with automation we aren’t being helped any if we have to pay a 
higher labor cost. 

r. Jupp. You said that in Laos we have spent amounts which they 
couldn’t properly digest. Where do you place the blame for that, 
where were the decisions made, out in Laos? 

Mr. Rockwetu. That would be like trying to describe something 
way over my head. We have had every kind of trouble with this 
foreign aid, everything from theft right down to silly schemes. I 
was with Governor Stassen, for example, in Turkey. They had 
decided the Turks never had any slaughter houses and never had any 
cold-storage plants, so they decided they ought to have them. The 
people who did it didn’t know anything sone it. They built a 
slaughter house that would handle Texas steers, and they told me 
the biggest thing they had to slaughter over there was a goat. 

Mr. Jupp. The blame for that was not in Turkey but in Washing- 
ton, was it not? 

Mr. Rocxwett. Yes. If you leave the Turks alone they will do 
peer well. We have slaughter houses down South which are ef- 

ciently run. They made quite a cut in the amount of business done 
in Kansas City. Itsaveson freight. 

Mr. Jupp. You say there is no hope, and I agree with you, unless 
more competent men will go into these foreign posts. 

How can we get the competent men ? 

Mr. Rocxwett. I don’t know, Congressman. That is why I think 
the thing is hopeless because you can’t get the men. Here is a way 
you can do it, and it has been done. And that is say to the manu- 
facturers, we are putting up this money, the International Bank, and 
so forth, you find someone in those foreign countries that wants to get 
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American methods and produce as we do. You go in there and take 
an interest. We have done that in Brazil, with one of the largest 
companies down there. We put up part of the money. The Inter- 
national Bank here puts up some of it. We go to work down there 
and see that they build a plant right. 

The reason we are not trying to sell them is that Brazil is doing 
what this country did, is to offer protection. 

Mr. Jupp. If we can’t get the good men to go, then the program 
fails and, therefore, you suggest that to avoid that we should pull out. 
But if we pull out, where are we going to get all the materials that 
are essential for our industrial processes ? 

Mr. Rockwetu. You have to send the Americans over there to do 
it. They will go over there if you offer them a profit. 

Mr. Jupp. if we abandon this program the countries will be under 
someone else’s control. I don’t 

Mr. Rockwett. I think we have to live on the fortress basis. 

Mr. Jupp. We get all or part of 65 essential materials abroad. If 
we are a fortress how will we get them ? 

Mr. Rockwetu. We had a problem with nickel. We had to buy 
it in the gray market in 1957. It consisted of the nickel turned over 
by the war contractors. I came down and testified before the Armed 
Services Committee of the Senate. The bureaucrats called me about 
everything. All the statistics are available now, and there never was 
a shortage of nickel. 

Thad the statistics —— 

Mr. Jupp. We could get all we wanted from the United States? 

Mr. Rockwetu. No, from Canada. 

Mr. Jupp. There are some things you can get in Canada. But we 
can’t get all the things we need in Canada. 

Chairman Morean. Mr. Selden. 

Mr. Sevpen. General Fellers, I was interested in your breakdown 
on the recommended reduction of $18 billion. Is that over a period 
of 1 year or over a period of a number of years? 

General Frtiers. The $7 billion of foreign aid would have to be 
more than 1 year. 

Mr. Sevpen. The rest, however, is over a period of 1 year? 

General Feiters. The rest is 1 year. 

Mr. Seven. I note that the Army budget for the next year is close 
to $914 billion. The Navy budget is $12 billion, which makes a total 
of over $21 billion. 

Are you contemplating cutting that amount by 75 percent ? 

General Fetters. No; that is a total of 21. I say 10 billion off 
the surface forces. 

Mr. Sevpen. You say that before the Korean war the Army and 
Navy each received annually less than $5 billion. In other words, you 
want to cut their present budgets in half? 

General Fretxers. Yes. 

Mr. Seipen. What would you cut? 

General Fetters. I would leave that up to them. 

Mr. SeLpen. You would have some recommendation as to what to 
cut. 


General Fetters. They could cut it more intelligently than anyone 
else. 
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Mr. Seven. Evidently if they were going to cut it, they would have 
recommended a $10 billion rather than a $21 billion budget ? 

General Fetters. They don’t intend to cut it. They are fighting 
for their lives. War is going into the sky. They are holding on to 
some hing that is obsolescent. 

Mr. Senpen. You have in your statement recognized the very defi- 
nite need for atomic submarines 

General Fetters. I am talking about surface forces. 

Mr. SELDEN. You said “going into the sky.” It has gone under the 
water, too. 

General Fetters. I wouldn’t want to cut the submarine force. 

Mr. Setpen. Would you eliminate the Navy primarily except for the 
submarine force? 

General Fetters. I would give them what they had before Korea. 

Mr. SevpEN. At present costs you wouldn’t get what you had before 
Korea. 

General Fetters. They could stand that cut. 

Mr. Sevpen. I disagree with you on that, General Fellers. I don’t 
think that you can maintain the Navy in the same status that it was 
before the Korean war and increase its submarine force substantially, 
which you have recommended, on a $5 billion a year budget. 

General Fetters. I recommended a billion dollars for the sub- 
marine. 

Mr. Sevpen. Even on a $6 billion a year budget I don’t think it is 
possible. 

You pointed out that in your opinion the Soviet Union already has 
sufficient bases to strike the United States. 

Do you feel that at the present time we can strike the Soviet Union 
effectively from the United States alone? 

General Fetters. Yes, sir. 

Mr. Seip-n. In your opinion, then, we don’t need other bases ? 

General Fetters. We would like to have them, but I think they 
would be denied in war. 

Mr. Setpen. How would we strike the Soviet Union from this 
country ? 

General Frriers. We have 1,400 bombers that can strike the Soviet 
Union from North America. 

Mr. Sevprn. And return. 

General Fetters. Yes. The B-47 has to be refueled, but we can do 
that. 

Mrs. Borron. Where do we do that ? 

General Feiirrs. In the sky. 

Mr. Seipen. That creates great problems. 

General Fetxiers. It would be much nicer rather than B-47’s if we 
had B-52’s. 

Mr. Sevpen. In cutting back the foreign aid to $1 billion a year as 
you have recommended, do you propose that the $1 billion constitute 
all military aid or do you anticipate some of it being in the form of 
economic aid ? 

General Ferters. I said nothing in my study on that. I think the 
economic aid should be like the aid we sent to the Philippines, which 
was perfectly marvelous aid. It cost our Government almost nothing. 
In 50 years, the Philippines came from a primitive country—— 
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Mr. Sevpen. You do anticipate that economic aid will be included 
in this $1 billion you recommend ? 

General Fexuers. In the sense that a country seeks help, technical 
assistance or sanitary specialists, we would provide them, but there 
is no country that couldn’t afford that kind of assistance itself. I 
think aid given free with no strings on it, something for nothing, 
doesn’t help anybody. 

Mr. Sevpen. How much military aid do you anticipate? Do you 
anticipate discontinuing support to areas such as ‘lurkey, Korea, 
and Formosa where we give a good deal of assistance both military 
and economic in order to maintain their present military capability ¢ 

General Freiiers. I see no way we can stop our assistance—either 
military or economic or both—to Korea and Formosa. 

Mr. Sevpen. How about Turkey ? 

General Fe.iers. I don’t think they need it. 

Mr. Sevpen. Do you realize that the aid we are presently giving 
to those countries amounts to practically the total amount you have 
recommended for the entire program 4 

General Frtiers. Yes. 

Mr. Sevpen. Per year? 

General Fretiers. Yes. 

Mr. Sevpen. Do you recommend knocking out all foreign aid ex- 
cept to Korea and Formosa ¢ 

General Fetters, Or some country directly threatened by Red ag- 
gression. I would say we shouldn’t take the troops out of Berlin. 

Chairman Morean. Mrs. Church. 

Mrs. Cuurcu. Thank you, Mr. Chairman. It is always good to 
have you here, General Fellers. I want once more to hail your cour- 
age in offering honest criticism of this program. This is one of the 
most stimulating mornings that we have had during the discussion 
of the Mutual Sec urity Act. It is rather hard for me to understand 
the basis of some of your proposed cuts. I wish that your statement 
included a more definite breakdown of the proposals. 

Do I understand that you would only give your aid to Formosa 
and Korea? There is another very thin line—in South Vietnam, for 
instance. Are you sure that you would be willing to cut off all mili- 
tary aid except to Korea and Formosa? 

reneral Feiters. Yes, 1 am. Those countries need only an internal 
police force. They haven’t the techniques and the talent to man air 
defense. We haven't the money nor the equipment to give them. So 
I think their problem is an internal police, a constabulary, and cer- 
tainly with the aid they have already, they can set up a constabulary 
to prevent Communist subversion w ‘ithin ‘their own borders. 

Mrs. Cuurcn. It is very difficult for me to disagree with you for 
many reasons, because we are good friends. I think, however, that a 
statement on our part of this nature would involve loss of face, 
loss of faith in us, and would be a very deadly weapon that an enemy 
could pick up and use. I would like, sometime, more opportunity to 
talk this over with you. 

The thing that I cannot bear to see us do, is to chip away the 
respect that. any part of the world has for us. Whether we like the 
program or not, we have to admit we are in the midst of it; and any 
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summary removal of what might be mutually contrived military 
strength might involve a great risk. 

General Fretiers. I think our economy in the United States is such 
that it will not be long before we will have to cut down on aid. 

Mrs. Cuurcu. That brings me to Colonel Rockwell. 

First of all, let me say our Subcommittee on Foreign Economic 
Policy has just returned from a world trip. 

I do not see how anybody could fail to realize that much of what 
your statement is saying is attested to by most people who go and 
look objectively at conditions around the world. Since that be the 
case, then, sir, how do you account for the fact that so little is being 
done about it; and that so few people seem to think that it is impor- 
tant to do something about it? 

Mr. Rockwetu. I have lived a long time and the people in this 
country don’t get excited about imports until there is a lot of unem- 
ployment. When there is, then they want to become very active. 

You know the Democrats have always been against protective 
tariffs. In 1933 they had the American idea and said nothing should 
be bought by the Government in foreign countries unless it was 25 

reent cheaper. Today, they are saying that it has to be 6 percent 
ower in price, and then, of course, you can get another 6 percent if 
you come from a distressed area. 

If you took all the taxes paid from the time wheat is grown in the 
field and oil is produced from the ground and coal and so forth, it is 
25 percent in taxes on the dollar. There are experts who say today 
that the only way we can meet foreign competition is to devaluate 
the dollar. 


Mrs. Cuurcu. I wonder if you could give us now, or if you would 
furnish us, a more detailed breakdown of the use of our patents and 
also of the competition that has come in certain industries? I would 
like very much to have it. 

My experience in J — this year showed that whereas in earlier 


days the Japanese could copy anything but not too successfully, now 
they are producing excellent reproductions. 

Mr. Rockwe.u. The Japanese Government have learned they can- 
not make the shoddy stuff and have a reputation. In many cases the 
Japanese Government is using the same supervision on things ex- 
ported as Florida in the export of oranges. 

Mrs. Cxuurcn. Would you not say that no matter how well inten- 
tioned this and other programs might be, our very defense, and per- 
haps our survival, depend upon whether or not we can keep a sound 
economy ? 

Mr. Rocxwetu. I would say from all the countries I have visited, 
they would much rather see us remain strong than give us anything 
we have. They know if we fall the whole world falls. Over in 
England they are talking about building plants to make explosives. 
They say, “It is no use. We will have to have them made in the 
United States and have them exported over here.” 

Mrs. Courcu. We thank you for coming and for having the cour- 
age of your convictions. 

Mr. Rocxwetu. I heard an Englishman the other day say that 200 
million people in India don’t know the English have left there. 
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“How long has that been going on?” And he said the same 200 mil- 
lion didn’t know they were there before. 

Chairman Morean. Mr. O’Hara. 

Mr. O’Hara. You and I seem to have grown up in a period when 
the big political issue was protection and free trade. 

Mr. Rockwetu. And there has been a switch. 

Mr. O’Hara. Do you have the thought that that will become the 
great political issue again? 

Mr. Rockwe .. I will bet my life on it. 

Mr. O’Hara. I heard the remark that you said you had lived a long 
time. I doubt if you have lived as long as I have. 

Mr. Rockwetu. You look better than I for it. 

Mr. O’Hara. I think we should hear both sides and we should hear 
more often from persons who disagree. 

I take it, Colonel, that you haven’t a very high opinion of men—you 
don’t mention women—men who are elected to public office. You 
speak of it on page 32, that the best men do not run for public office. 

Mr. Rockwe tt. I say it is difficult to get them to. You know that 
as well as I do. We have a great many patriotic men who do it. 

Mr. O’Hara. I only noticed it because of your gallantry. You 
didn’t mention men and women. I was at a loss, Colonel, to under- 
stand your use of the term “so-called United States.” 

Mr. Rocxwett. The lady agreed with me, that the United States 
was well divided up in opinions and everything else. 

Mr. O’Hara. This may be as Mrs. Bolton calls it a kindergarten 


question. Everybody except myself may know. I do not know. I 


know you are interested in factories in other countries. How does the 
United States profit when you have a factory in the foreign country ? 

Mr. Rocxwe tu. I think it loses in more ways than it gains, but that 
is the way to hold the business. 

There are 280 million people in Western Europe and if they get 
united as much as the United States so they only make in each country 
what that country is best able to make, they will make us look like we 
were all halfwits because they have all the ability we have. All they 
need is the capital. 

I have never found any of them on the average any less intelligent 
than we are. The only advantage they have—that we have over them, 
is the capital. They can adapt themselves to anything we do. 

Mr. O’Hara. I have observed in this country that where there is 
a foreign element apparently unskilled, it quickly became as pro- 


ficient in our manufacturing plants as other segments of the American 
population. 


Mr. Rockxwe tv. That is right. 

Mr. O’Hara. Now, you go into a foreign country. You take your 
know-how and you employ the local labor there. It isn’t costing you 
as much. You are able to compete but how does that benefit our 
=, 

Mr. Rocxwetu. It isn’t a great benefit to our country. It is a ques- 
tion of holding the business and finding out when things will even 
up. Back before the First World War, our wages were about the 
same as in England. At the end of the First World War, our w 

were about double of England. At the beginning of the Second World 
War, after the heavy unionization they were about three times, and 





468 MUTUAL SECURITY ACT OF 1960 


now they are four times. There is so much of every dollar, pound, or 
whatever you are talking about, that goes into labor. We are hope- 
lessly sunk now. 

When they get ready to flood this country, they will really flood it. 

Mr. O’Hara. Do you have a factory in Italy ? 

Mr. Rockwetu. We have done a great deal over there. 

Mr. O’Hara. Someone told me, and I have never checked on its 
accuracy, that after we had rebuilt the industries of Italy that the 
benefits were not sprinkled down to the people in better working 
and wage conditions. 

Mr. Rocxwetu. That is true, of course. It is true in most Latin 
American countries. 

Mr. O’Hara. Then when we build up the industry of the country, 
we are not necessarily building up the general welfare of the country ? 

Mr. Rocxwe.t. I think Thomas Jefferson said 150 years ago they 
would never have anything but military types of dictatorship in South 
America until they had universal education. He was pretty near 
right on it. 

Mr. O'Hara. I like a man with your bold and forthright way of 
talking. 

General, I was very much interested in your remarks. 

I remember we were told that a ring of bases would be a deterrent 
on Russia. I think at that time it seemed to be a valid presentment. 
Now, with these new weapons and missiles and the stress on flexibility 
I have an open mind. I think all of us are questioning a bit, but in 
the final analysis these are military matters. 

This committee, of couse, is not in a position, hasn’t the knowledge, 
to pass upon matters in that realm. 

General, whether you represent yourself or a million people, i 
would be the same to me, but I think our record should show the 
size of the organization that you represent here as spokesman. 

How many members do you have and how is it financed? 

General Fetters. We have no members at all. We have a commit- 
tee of 45. They are outstanding citizens, across the country, in busi- 
ness and in the professions. It is financed entirely by subscription, 
mostly from committeemen. I think we have had very little outside 
the committee. Our expenses are not great. We were in business a 
year. Wespent $57,160. 

Mr. O’Hara. Would you mind furnishing for the record the names 
of the 45 members, the amount that you spent ? 

General Fetuers. Yes, sir. 

Mr. O’Hara. I am not asking you to do that if, for any reason, you 
don’t wish to do so. 

General Fetters. I will be glad to do it. 

Chairman Morean. Mr. Zablocki. 

Mr. Zasvocki. I am sure Colonel Rockwell would want to have the 
record accurate; therefore, I desire to return to my question of the 
identity of the ICA official referred to on page 36. 

Mr. Rockxwetu. I don’t know who it was, but I will send it in. 

Mr. Zastocxi. Mr. Chairman, Boyd Crawford obtained the infor- 
mation. The Department has issued a commentary on the Wall Street 
Journal article on Laos. Have youseen this? 

Mr. Rockwe.u. No. 
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Mr. Zastockt. The Department commentary identifies Mr. Epstein 
as the official. Mr. Epstein is a rnranagement consultant for Howell & 
Co., of Washington. The Department comment states Mr. Epstein 
has himself replied in writing as follows: 


This statement is taken out of the following context: The Journal man asked 
me for an estimate of the volume of imports to be expected after monetary re- 
form. I advanced a maximum figure of $12 million. Oganesoff then asked how 
I explained the present $35 million rate of imports. I told him it was the con- 
sensus of the Vientiane commercial community that no more than $12 million 
were now being absorbed in the Lao economy and any attempt to force absorp- 


tion of the equivalent of $35 million would result in complete glutting of the 
local market— 


and so forth. 

Mr. Ralph Epstein was, as I said, a contract employee, but never 
an ICA official, and the contract expired in 1958. I believe the 
record should be clear in this matter. 

Tam sure Colonel Rockwell appreciates this correction. 

Mr. Rockwe tt. I at least quoted where I could. 

Chairman Morean. Any further questions? 

General Fellers, as I told you, this is the first I had seen of this 
document. With your permission, I am going to have the staff pre- 
pare a series of questions and submit it to you and you can submit the 
answers. 


(The questions referred to are as follows :) 


1. The report cites as part of the overseas cost of “foreign policy” programs 
military assistance expenditures in fiscal year 1959 of $2,162 million and “other 
aid” expenditures of $2,239 million. How is this possible when 90 percent of 
military assistance funds (total, $2,340 million) and about 50 percent of economic 
assistance funds (total, $1,523 million) were spent in fiscal year 1959 for U.S. 
goods and services? 

2. How can the sale of farm products abroad under Public Law 480 put addi- 
tional claims to dollars or U.S. gold in the hands of foreigners? 

3. The U.S. subscription to the IMF of $1,375 million is shown as part of the 
cost of U.S. foreign policy in fiscal year 1959 (p. 2); the same entry appears as 
a commitment which the Treasury must finance after June 30, 1959 (last page). 
Do the authors believe that the United States is making annual subscriptions of 
$1,375 million to the IMF? Are they aware that the 1959 subscription was 
only the second (first in 1946) ? 

4. Is the cost of maintaining U.S. forces overseas any less a part of the price 
we must pay for our national defense than the costs of maintaining forces in 
the United States? 

5. Did Mr. Groseclose consider the benefits arising from past accumulations 
by foreigners of gold and dollar claims—return to currency convertibility in 
Europe, marked reduction of financial and trade restrictions previously imposed 
by low levels of resources, and doubling of world trade in the last 10 years? 

6. In his analysis of the U.S. financial position, did Mr. Groseclose consider 
bo growth of the U.S. long-term creditor position abroad (now well over $60 

illion) ? 

7. In presenting statistics on OEEC countries’ capacity to pay for defense 
costs, were the authors aware that Sweden and Switzerland are relatively pros- 
perous and have never received military assistance from the United States? 
And that the statistics exclude Spain, a poor country and a recipient of sub- 
stantial military aid? Should not the capacity of European nations to meet 
the costs of their defense establishments unaided be considered on a country-by- 
country basis, rather than lumped together? 

8. In this country, we consider it proper that the smaller a man’s income, the 
smaller proportion of it he should be required to pay in taxes. By the same 
token, should countries such as Greece, Turkey, Portugal, and Italy, where the 
per capita GNP is a few hundred dollars annually, be expected to devote the 
same percentage of their income for defense as the United States? 
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9. Is Mr. Groseclose aware of the circumstance that about $8.5. billion of 
foreign liquid dollar holdings (end of 1959) are privately held and are not con- 
vertible into gold, as foreign government and central bank holdings are? 

10. In comparing foreign claims with our gold stock, the Treasury excludes the 
liquid dollar claims of international institutions (IBRD and IMF) of about 
$3.8 billion, since (@) IMF, in the absence of an agreement with the United States 
cannot require that its dollar holdings be converted into gold; (0) other hold- 
ings represent demands that are phased over the years. Did Mr. Groseclose 
include such claims in his calculation of foreign claims to gold? 


General Freiuers. Thank you. . 
Chairman Morean. The committee stands adjourned until 2 :30 this 
afternoon. 


(Whereupon, at 1:05 p.m., the committee was recessed, to recon- 
vene at 2:30 p.m., the same day.) 

(The following letter has been submitted for inclusion in the record 
at this point :) 


CITIZENS ForEIGN AID COMMITTEE, 
Washington, D.C., March 10, 1960. 
Hon. THomas BE. MorGAN, 
Chairman, House Foreign Affairs Committee, the Capitol, Washington, D.C. 


DeAR Mr. CHAIRMAN: At the presentation of our committee before the House 
Foreign Affairs Committee, Monday, March 7, members of your committee re- 
quested tiat the Citizens Foreign Aid Committee provide certain information to 
be included in the record of the hearings. 

Congressman Zablocki asked that the name of the senior military officer, 
who was assigned the task of replying to criticisms of the administration’s 
foreign aid program, be supplied for the record. I am reliably advised that this 
officer was Maj. Gen. Ernest M. Brannon, U.S. Army, retired. 

Congressman O’Hara asked for the names of the 45 committeemen of the 
Citizens Foreign Aid Committee. The list is hereto attached. 

In addition, Congressman O’Hara requested the amount of funds our com- 
mittee has spent. The total for the first year, March 1, 1959, through February 
29, 1960, is $57,160. The major portion of the above amount was contributed 
by committeemen. All contributions were voluntary. 

Your committee also has asked for replies to questions which you are sub- 
mitting to Dr. Groseclose for answer. As soon aS Dr. Groseclose receives the 
questions, we will reply. 

With best wishes. 

Faithfully, 
BonNER FELLERS, National Director. 


COMMITTEE OF THE CITIZENS FOREIGN AID COMMITTEE 


Walter Harnischfeger (chairman) Harnischfeger Corp., 4400 West National 
Avenue, Milwaukee, Wis. 

Hon. T. Coleman Andrews, 6 Iris Lane, Richmond, Va. 

Hon. Spruille Braden, 320 East 72d Street, New York, N.Y. 

Frank C. Brophy, 7601 North Central, Phoenix, Ariz. 

Hon. Howard Buffett, Omaha National Bank Building, Omaha, Nebr.’ 

F. Gano Chance, A. B. Chance Co., 210 North Allen Street, Centralia, Mo. 

Robert B. Dresser, 15 Westminster, Providence, R.I. 

E, M. Elkin, Westinghouse Electric Corp., Post Office Box 2278, Pittsburgh, 
Pa. 

Brig. Gen. Bonner Fellers, 3535 Springland Lane NW., Washington, D.C. 

Guy George Gabrielson, 70 Pine Street, New York, N.Y. 

Robert M. Gaylord, Ingersoll Milling Machine Co., Douglas Street and Wil- 
loughby Avenue, Rockford, Il. 

William J. Grede, Grede Foundries, Inc., 1320 South First Street, Milwaukee, 
Wis. 

Luther O. Griffith, Griffith Lumber Co., 1038 Sixth Avenue, Huntington, W. Va. 

Robert M. Harriss, 11 Station Square, Forest Hills, N.Y. 

A.G. Heinsohn, Jr., Post Office Box 152, Sevierville, Tenn. 

Clarence Budington Kelland, 5820 Casa Blanca Road, Scottsdale, Ariz. 
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James S. Kemper, Lumberman’s Mutual Casualty Co., 20 North Wacker Drive, 
Chicago, Ill. 

Conrad Kohler, Kohler, Wis. 

Otto T. Kreuser, Box 179, R.F.D., Great Barrington, Mass. 

Hon. J. Bracken Lee, 3455 South State Street, Salt Lake City, Utah. 

William Loeb, Prides Crossing, Mass. 

Dean Clarence Manion, St. Joseph Bank Building, South Bend, Ind.’ 

R. Chesley McCormick, 400 West Douglas, Wichita, Kans. 

William L. McGrath, 3500 Madison Road, Cincinnati, Ohio. 

Roger Milliken, 234 South Fairview Avenue, Spartansburg, S.C. 

Sterling Morton, 110 North Wacker Drive, Chicago, Ill. 

Mrs. Ruth Murray, Route 4, Oshkosh, Wis. 

Hon. Gerald P. Nye, 815 15th Street NW., Washington, D.©. 

Hon. Samuel B. Pettengill, Robin Lawn, Grafton, Vt. 

J. Howard Pew, Sun Oil Co., 1608 Walnut Street, Philadelphia, Pa. 

Justice M. T. Phelps, Supreme Court of Arizona, 2323 West Olive Drive, 
Phoenix, Ariz. 

Edgar Monsanto Queeny, Box 526, St. Louis, Mo. 

Col. Willard F. Rockwell, 400 North Lexington Avenue, Homewood, Pitts- 
burgh, Pa.* 

Hubbard Russell, Post Office Box 606, Maricopa, Calif. 

H. A. Sawyer, Lone Star Cement Corp., 100 Park Avenue, New York, N.Y. 

Lt. Gen. George E. Stratemeyer, Post Office Box 424, Winter Park, Fla. 

Ernest Swigert, Hyster Co., 2902 Northeast Clackamas Street, Portland, Oreg. 

Mrs. Garvin E. Tankersley, 7500 River Road, Bethesda, Md. 

Dr. Charles C. Tansill, 1310 Monroe NE., Washington, D.C. 

E. MeL. Tittman, vice president, American Smelting & Refining Co., 120 
Broadway, New York, N.Y.* 

Maj. Gen. Leigh Wade, 3065 Cleveland Avenue, NW., Washington, D.C.* 

Gen. Albert Wedemeyer, Friends Advice, Boyds, Md. 

Hon. Burton K. Wheeler, Southern Building, Washington, D.C. 

Donald R. Wilson, Empire Bank Building, Clarksburg, W. Va. 

Gen. Robert E. Wood, 1806 Chicago Board of Trade, Chicago, Il. 


(The following additional information has been supplied for inclu- 
sion in the record at this point :) 


CrTIzENs ForEIGN AID COMMITTEE, 
Washington, D.C., March 21, 1960. 
Hon. THOMAS E. MorGAn, 


Chairman, Committee on Foreign Affairs, 
House of Representatives, Washington, D.C. 

DEAR Mr. MorGan: Transmitted herewith are replies prepared by Dr. Grose- 
close in response to the 10 questions submitted by your committee on our report, 
“Financial Consequences of Overseas Military Expenditures and Foreign Assist- 
ance Programs.” 

In addition, at Dr. Groseclose’s suggestion, I have prepared a reply to military 
aspects of question No. 4. 

It is respectfully requested that these responses be included as part of Dr. 
Groseclose’s study in your committee’s hearings on foreign aid. 

Sincerely, 
BoNNER FELtERS, National Director. 


RESPONSE TO House COMMITTEE ON FOREIGN AFFAIRS, BY BONNER FELLERS, ON 
QUESTION No. 4 


Question No. 4.—Is the cost of maintaining U.S. forces overseas any less a part 
of the price we must pay for our national defense than the costs of maintaining 
forces in the United States? 

Response.—Neither the meaning nor the implication of this fourth question is 
entirely clear. 

So far as the defense of the United States is concerned, the five American divi- 
sions now garrisoning West Germany are wholly unnecessary. The threat to- 
the United States is from Red ICBM and intercontinental bombers based within 
the Soviet Union. There is also a serious threat from IRBM fired from offshore. 


2 Members of executive committee. 
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Red submarines. None of our oversea Army garrisons can exercise the slightest 
influence against these deadly threats. 

There is no intention, according to the President, of using our West German 
garrison, should fighting start in West Berlin. Our 5 divisions and the 16 other 
NATO divisions would be no match for the countless masses of troops the Red 
army could throw into Europe. 

Nevertheless, the Army is eager that a great portion of its strength be stationed 
overseas. Were these garrisons returned to the United States, the Congress and 
the taxpayers would be almost certain to question the necessity for 14 Regular 
divisions garrisoned in the United States. As a consequence, a deep Army cut 
might occur. 

The cost of our forces overseas is considerably higher than if they were sta- 
tioned in the United States. The additional cost arises from oversea transporta- 
tion of equipment, supplies, and personnel. Moreover, the cost of constructing 
necessary bases, roads, pipelines, housing, storage depots, and the stockpiling 
of material and munitions has been enormous. 

In a sense also the stationing of our troops overseas is a mask for increased 
foreign aid. In 1955 our troop expenditure in France of some $600 million was 
more than half of the French budget deficit. Our troop expenditures in Germony 
total annually some $680 million. In all, our oversea troops spend annually $3.2 
billion. This is a primary source of dollar credits in the hands of foreigners. 

As Dr. Melchior Palyi, noted economist, in commenting on our fiscal situation, 
said: “The problem could be solved at once by cutting foreign aid and military 
expenditures abroad.” 











WasuHIneTon, D.C., March 18, 1960. 


















Brig. Gen. BONNER FELLERS, 


National Director, Citizens Foreign Aid Committee, 1001 Connecticut Avenue 
NW., Washington, D.C. 


DeEAR GENERAL FELLERS: We send you with this our response to the 10 ques- 
tions submitted to you by the Honorable Thomas E. Morgan, chairman of the 
House Committee on Foreign Affairs, with reference to our report, “Financial 
Consequences of Overseas Military Expenditures and Foreign Assistance 
Programs.” 

We are pleased to note this attention given to the report, and to have this 
opportunity of clarifying and elaborating our findings. 

May we take this occasion to request of the committee, in the printing of 
our original report, a correction of a typographical error appearing in the 
second and third paragraphs on page 1. The punctuation between the figures 
in these paragraphs should be points instead of commas. 

Sincerely yours, 
GROSECLOSE, WILLIAMS & ASSOCIATES, 
By ELGin GROSECLOSE. 


RESPONSE TO HOUSE COMMITTEE ON FOREIGN AFFAIRS ON QUESTIONS SUGGESTED 
BY “FINANCIAL CONSEQUENCES OF OVERSEAS MILITARY EXPENDITURES AND 
ForEIGN ASSISTANCE PRoGRAMS” ? 











Question No. 1.—The report cites as part of the oversea cost of “foreign 
policy” programs military assistance expenditures in fiscal year 1959 of $2,162 
million and “other aid” expenditures of $2,239 million. How is this possible 
when 90 percent of military assistance funds (total, $2,340 million) and about 
50 percent of economic assistance funds (total, $1,523 million) were spent in 
fiscal year 1959 for U.S. goods and services? 

Response.—The figures for the overseas cost of the U.S. foreign policy pre 
sented in the study, “Financial Consequences,” were drawn from official sources 
and presumably are authoritative. Specifically, as indicated in the footnote, the 
sources are (a) Office of Business Economics, U.S. Department of Commerce, 
release dated November 30, 1959, and (b) Survey of Current Business (U.S. 
Department of Commerce), November 1959. 

The question appears to arise from some misunderstanding as to the mecha- 
nism of foreign aid. The customary procedure is for the International Coopera- 
tion Administration to allot an amount of funds to a given recipient country, 
available for the purchase of commodities and services. From time to time 











7A report prepared by Groseclose, Williams & Associates, financial analysts and con- 
sultants, of Washington, D.C. 
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the recipient country will indicate the amounts of commodities and services 
which it wishes to buy. The ICA thereupon issues procurement authorizations 
for the purchase of such goods and services, and these PA’s, as they are called, 
when accompanied by appropriate documents, will be the basis of payment 
when presented to the ICA or a designated bank.? 

It has not been a requirement that ICA funds be used for the purchase of 
U.S. goods and services. In fact, policy since inception of the mutual security 
program has been to allow recipient countries to use dollars for purchases in 
other foreign countries (“offshure procurement”). In such cases, oiher for- 
eigners acquire dollar claims, which may be used to buy U.S. goods and services ; 
they may also be used to acquire dollar securities; or they may simply ac- 
cumulate as bank deposits in the United States. The point is that, in any 
case, the cost to the U.S. Treasury is the same; the Treasury is burdened with 
an outgo which it must finance either through taxes or borrowing. Moreover, 
the fact that dollars are drawn down in goods does not mean that the U.S. 
economy is not affected. A homely instance from our youth will illustrate: A 
kindhearted country storekeeper in our hometown in Oklahoma went into 
bankruptcy. It appeared that while he bought carefully, met his obligations 
punctually, and kept store from early to late, he was overly generous in allowing 
children to help themselves from the candy case and oldtimers from the cracker 
barrel and cheese wheel. He didn’t pay out money but his assets wasted away 
just the same. 

What has been happening in the past dozen years is that the United States 
has been creating more purchasing power .abroad than foreigners can handily 
take down in goods and services, and they are, consequently, taking it down in 
gold, or allowing it to accumulate in bank balances here, or investing in U.S. 
securities. The evidence does not support the view that this accumulation of 
excess purchasing power has been caused by failure of our merchants to sell 
abroad all they can; but a cumulative effect of Government transfers has been 
in imbalance of competition that has permitted foreign manufacturers to under- 
cut U.S. suppliers in the domestic market. It has also made it increasingly dif- 
ficult for American exporters to find markets abroad for their products.“ Since 
1948, the historic U.S. position as a creditor on international account has been 
reversed, so that the United States is a chronic debtor on international account. 
The principal new factor in the situation since 1948 has been the steady and in- 
creasing drain of the foreign expenditures and transfers of the U.S. Government, 
totaling in the order of $85 billion since the initiation of the Marshall plan, as 
shown in the accompanying table. 

The committee’s statement that an estimated 50 percent of economic assistance 
funds were spent in fiscal year 1959 for U.S. goods and services, supports the in- 
ference that much of these transfers is excess fat so far as tangible aid from the 
United States is concerned. It suggests, indeed, the case of a man who has 
been given a meal ticket but uses only half of it and turns the rest in for cash. 

Question No. 2.—How can the sale of farm products abroad under Public 
Law 480 put additional claims to dollars or U.S. gold in the hands of foreigners? 

Response.—It is understandable that pressure of work may have prevented the 
committee from carefully reading the study “Financial Consequences,” for the 
answer appears on page 2 thereof : 

“After excluding the overlaps and foreign aid delivered in the form of supplies, 
military equipment, and farm products, a total figure is obtained of more than 
$8 billion as the cost of our foreign policy in 1959.” [Italics supplied. ] 

Question No. 3.—The U.S. subscription to the IMF of $1,375 million is shown 
as part of the cost of U.S. foreign policy in fiscal year 1959 (p. 2); the same 
entry appears as a commitment which the Treasury must finance after June 30, 
1959 (last page). Do the authors believe that the United States is making 


2 See regulation 1, ICA. 

* Recently, a policy has been adopted that Development Loan Fund proceeds should be 
used for purchases of U.S. goods and services, but the policy is not inflexible, and it has 
not been extended to ICA. 

*See, for instance, E. M. Bernstein, “‘International Effects of U.S. Economie Policy,” 
Study Paper No. 16, Joint Economic Committee (Washington, 1960) : Padraic P. Frucht, 
“U.S. Position in the World Economy,” ch. 11 in “Staff Report on Employment, Growth, 
and Price Levels,’ Joint Economic Committee (Washington, 1959) ; “National Objectives 
and the Balance of Payments Problem,” Committee for Economic Development (Washing- 
ton, 1960) ; “Statement Developed by the Princeton Conference on the Balance of Pay- 
ments of the United States” (Princeton, 1959) ; William B. Dale, “Our Foreign Deficit and 


Some Effects on U.S. Foreign Policy,” International Industrial Development Center, draft 
paper (Menlo Park, 1959). 
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annual subscriptions of $1,375 million to the IMF? Are they aware that the 
1959 subscription was only the second (first in 1946) ? 

Response.—The difficulty here arises from the use of both calendar and fiscal 
year concepts. The fiscal year ends in June; the calendar year in December. 
Some figures are compiled on a fiscal year basis, others on a calendar year. 
The figures on page 2 in which the IMF subscription of $1,375 million was in- 
cluded is a calendar year computation based in part on fiscal year statistics (as 
set forth in the table itself). While the appropriation for the International 
Monetary Fund subscription was actually made before June 30, 1959 (as is the 
ease of the appropriations for the mutual security program), and may have 
become a charge upon the Treasury before June 30, 1959, we are not informed 
that this amount of dollars was actually transferred to the International 
Monetary Fund by June 30, 1959. It is our understanding that as of June 30, 
1959, it was a commitment in the form of a subscription for which the Treasury 
had to find the funds. It is in the same category as the uncalled subscription 
to the International Bank for Reconstruction and Development of $5,715 mil- 
lion, also referred to in this section of our report, which the committee appar- 
ently did not question as to its being a spending commitment which the Treas- 
ury must finance. 

We are aware that the United States is not making annual subscriptions to 
the IMF but we are a bit puzzled as to why under the theory that the IMF isa 
sort of monetary reservoir for equalizing pressures—“a common reserve” or 
“revolving fund” as the Fund describes itself "—it must now be refilled in a time 
of general prosperity and return to currency convertibility. Could it be that 
the dollars in the Fund, as the weightier components in the reservoir, are being 
panned out like gold in a California stream, leaving behind the gravel of incon- 
vertible currencies? 

We may note in this connection that of the Fund’s sales of its holdings to mem- 
bers from beginning of operations through February 29, 1960, totaling $3,418 mil- 
lion, $3,065 million were U.S. dollars: in other words, the Fund has been an 
effective instrument for distributing U.S. dollar claims abroad.® 

Question No. 4.—Is the cost of maintaining U.S. forces overseas any less a 
part of the price we must pay for our national defense than the costs of main- 
taining forces in the United States? 

Response.—In our investigation of this question we were advised some items 
of expenditure might be somewhat less by quartering troops abroad than by 
quartering them at home (some items of food and housing, for instance), but 
generally it is much more exnensive to maintain forces on foreign soil. The 
figures presented represent not the total cost of the forces we maintain abroad, 
but the costs incurred on foreign soil, and approximate the increase in costs 
consequent unon maintaining them abroad rather than at home. So far as their 
fiscal effect is concerned, such expenditures become foreign claims on U.S. dol- 
lars, and thus are an adverse item in the balance of international payments. 

The annual burden of this expenditure has been steadily rising, as shown 
in the attached table, and to the extent that they could be met or shared by our 
prosperous allies, to that extent, they may be said to represent a cost of foreign 
policy rather than a military cost. 

The committee’s question raises questions as to the concepts of national de- 
fense strategy which, with the committee’s permission, we would respectfully 
suggest, can more appropriately be answered by Brig. Gen. Bonner Fellers, vice 
chairman of the Citizens Foreign Aid Committee, and the other distinguished 
military members of that committee. 

Ouestion No. 5——Did Mr. Groseclose consider the benefits arising from past. 
accumulations by foreigners of gold and dollar claims—return to currency con- 
vertibility in Europe, marked reduction of financial and trade restrictions pre- 
viously imposed by low levels of resources, and doubling of world trade in the 
last 10 years? 

Resnonse.—In our consideration of the problem we did take into account these 
benefits. Normal trade operations require certain working balances in the form 
of bank deposits and liquid assets. U.S. trade with the rest of the world, in 
the form of merchandise exports and imports, and payments and receipts for 
services, amounted in 1958 to $46,276 million. As working balances to sustain 


5 “First 10 Years of the International Monetary Fund,” Washington, 1956. 
*IMF. Of these dollar sales, two-thirds ($2,030 million) have occurred during the 
prosperous years since the end of 1956. 
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these transactions, the U.S. Government and citizens held abroad, at the end of 
that year, $5,627 million in bank deposits and other liquid assets. At the same 
time, foreign holdings in the United States of bank deposits and other liquid 
assets in the United States, totaled $19,597 million. This is about $14 billion in 
excess of U.S. corresponding holdings abroad, or more than three times the 
amount of U.S. holdings abroad." 

These figures indicate, we think, the amount of excess fat which foreigners 
have taken on as a result of a foreign-aid diet. If the economies of these coun- 
tries were really suffering from capital shortage, we would witness a steady 
drawdown of dollar assets rather than an accumulation of dollar assets and gold. 

This response to the question is not to be taken as an assertion that foreign 
countries are not in need of further capital resources. (See our response to 
question No. 6.) We think the correct inference to be drawn is that govern- 
ment-to-government transfusions of capital, which are the principal mechanism 
of the foreign-aid program, are not the correct way to achieve the result. As is 
evident, much of these foreign-aid dollars are dropsical; they collect as un- 
healthy fluid in U.S. banks and brokerage accounts, rather than fructifying the 
commerce and industry of recipient countries. 

Question No. 6.—In his analysis of the U.S. financial position, did Mr. Grose- 
close consider the growth of the U.S. long-term creditor position abroad (now 
well over $60 billion) ? 

Response—We did consider the growth of the U.S. long-term creditor 
position abroad. Our creditor position abroad is in two categories—U.S. Gov- 
ernment credits and claims, and private investments. A sharp distinction must 
be drawn between the two sections as to their character and their effects. 

Of U.S. investments abroad, totaling $59,155 million at the end of 1958, 
$18,331 million were U.S. Government claims, a substantial part of which was 
created for political or strategic purposes, and another substantial part of which 
is either unproductive of income or uncollectible. Thus, there is included $1.7 
billion of wartime lend-lease obligations; $3.4 billion credit to British Govern- 
ment for monetary stabilization; $2.3 billion of mutual security program loans; 
some $3% billion subscriptions to various international agencies such as the 
IMF and IBRD; and around $2 billion of local currencies, inconvertible into 
dollars, received from sales of surplus commodities. The $3.3 billion of Export- 
Import Bank credits outstanding may be regarded as of the type that have 
created new wealth and income abroad, though some of this is also doubtful, 
like the $40 million invested in the Helmand Dam project in Afghanistan. 

Private investments abroad by U.S. citizens and corporations totaled $40,824 
million at the end of 1958, of which $27,075 million were in direct investments. 
These are basically wealth-producing activities like factories, mines, oil wells, 
and the like. Such investments offer the most useful means by which U.S. aid 
can be extended to the rest of the world in stimulating economic activity and 
raising living standards. However, these investments do not come into the 
balance-of-payments problem which we have been discussing in our report, for 
two reasons: 

(a) These investments are not liquid and cannot be readily converted 
into claims on gold as is the case with the bulk of foreign investments 
in the United States. (Of foreign holdings of assets and investments in 
the United States totaling $34,816 million at the end of 1958, only $4,940 
million consisted of direct investments, the balance being largely convertible 
assets. ) 

(b) The income on investments abroad tends to relieve rather than to 
aggravate the gold drain since they represent claims on foreign economies 
rather than the U.S. economy. 

Question No. 7.—In presenting statistics on OEEC countries’ capacity to pay 
for defense costs, were the authors aware that Sweden and Switzerland are 
relatively prosperous and have never received military assistance from the United 
States? And that the statistics exclude Spain, a poor country and a recipient 
of substantial military aid? Should not the capacity of European nations to 
meet the costs of their defense establishments unaided be considered on a country- 
by-country basis, rather than lumped together? 

Response.—In response to this question we would point out that in our report 
we were compelled to use the most authoritative figures available, and these 
were derived from the reports of the Organization for European Economic Co- 


7 See Survey of Current Business, March 1959; August 1959. 
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operation (OEEC). OEEC countries included in our figures are Austria, Bel- 
gium, Denmark, France, Germany, Greece, Iceland, Ireland, Italy, Luxembourg, 
Netherlands, Norway, Portugal, Sweden, Switzerland, Turkey, United Kingdom. 
Of these countries not in the NATO grouping are Austria Ireland, Sweden, and 
Switzerland. Spain became a member of OEEC in 1959. The exclusions are 
so insignificant that they do not affect the general import of the statistics. 

The origin of our analysis may be of interest to the committee. In the 
administration’s Blue Book—‘‘The Mutual Security Program, Fiscal Year 1960— 
A Summary Presentation,’—the impression was allowed to escape that the 
United States was not bearing its fair share of the common defense burden. 
This is specific in the following statement from the Blue Book: 

“Over the years of our combined effort, these allies and friends have spent on 
these forces some $141 billion, more than six times the $22 billion we have 
contributed in military assistance” (p. xi). 

This statement in the Blue Book seemed to call for further analysis and the 
analysis was originally presented in testimony before the committee in hearings 
on the fiscal 1960 program. The statement, it became apparent on analysis, 
omitted the vast sums spent upon the U.S. Defense Establishment as its con- 
tribution to the common defense effort. The total for the same period was more 
than $400 billion. If this figure is added to the $141 billion referred to in the 
Blue Book we get a total of $541 billion, of which the United States had 
provided not one-sixth, as the Blue Book statement had it, but about 73 percent." 

As to the second part of the committee’s question, whether capacity to meet 
defense costs should not be considered on a country-by-country basis, this appears 
to be more in the field of political science than economics, but to the extent that 
it lies in the field of economics it will be dealt with in our response to question S. 

Question No. 8—In this country, we consider it proper that the smaller a 
man’s income, the smaller proportion of it he should be required to pay in taxes. 
By the same token, should countries such as Greece, Turkey, Portugal, and 
Italy, where the per capita gross national product is a few hundred dollars 
annually, be expected to devote the same percentage of their income for defense 
as the United States? 

Response.—Our response would be that the amount to be spent by a given 
country on its national defense is not a question of economics but of the gravity 
of the danger to be met. We can see no merit, for instance, in a country spend- 
ing X percent of the gross national product on defense, simply for the sake of 
a percentage. However, a gross national product percentage statistic does offer 
to an economist some indication of the gravity with which a given government 
and its people regard the military threat from without. If a country, for in- 
stance, were spending half its resources on defense a reasonable assumption 
would follow that the country considered itself gravely threatened. 

It is somewhat puzzling, in this light, that European countries, presumably 
the most exposed to the Soviet military threat, should be spending so little 
of their resources on defense by comparison with what the United States is 
called upon to spend.* The statistics, in fact, support what many military men 
are saying, namely, that the actual military threat in case of war will not be 
to Europe but to the United States. If this is the case, then it would seem that 
the assertion, that defense dollars should be spent in the United States rather 
than in Europe, has merit. 

As to whether the general import of the figures has merit, namely, that our 
European allies are not bearing their share of the defense load, we may point 
out that since we first presented this analysis, in April 1959, it has received 
approbation from the highest official circles. This appears in the administra- 
tion’s about face on this subject, and the drive, beginning early in the current 
fiscal year, to obtain from our European allies a greater contribution to the 
common defense effort. This appears in the following items from the press, 
of which we quote only the headlines: 


“Capital Studies Problems of Cost of Forces Abroad,” New York Times, 
October 24, 1959. 


8 See testimony of Mr. Walter Harnischfeger before House Foreign Affairs Committee, 
Apr. 20, 1959, hearings, pt. IV (pp. 943 ff). 


® Around 5 percent of GNP compared to 10.9 percent of GNP for the United States, 
according to the most recent figures available. 
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“U.S. Hunting Safe Way To Cut Overseas Arms,” Washington Evening 
Star, October 30, 1959. 

“Government Mulls Cut in Troops Abroad,” the Wall Street Journal, 
November 17, 1959. 

We would respond to the committee’s statement that “in this country we con- 
sider it proper, ete.,” by a comment which explains our basic economic philosophy 
on the question under discussion. The committee’s statement may be true in 
the case of the income tax but it does not apply to Federal excise taxes, the 
various local sales taxes, license fees, and, to some extent, property taxes. 
Through a variety of excise taxes, the Federal Government is collecting money 
from many low-income persons for sums which go, at least in part, to countries 
where the beneficent principle referred to is not applied. In the District of 
Columbia, by act of Congress, a person who desires to enter business must first 
pay an annual license tax; if he enters a profession, an annual professional 
license tax. Also, by act of Congress, a tax is levied on the purchase of food, 
and this tax must be paid regardless of the economic status of the purchaser. 
(A poor man requires as much nourishment as a rich man.) It would be our 
opinion that so long as a government, in order to provide essential services, has 
to tax the food in the mouth of its poor, its legislators should be chary in voting 
largess abroad, much of which goes for such things as steel mills, textile fac- 
tories, high power dams, and other paraphernalia of an industrial civilization. 

Question No. 9.—Is Mr. Groseclose aware of the circumstances that about $8.5 
billion of foreign liquid dollar holdings (end of 1959) are privately held and are 
not convertible into gold, as foreign government and central bank holdings are? 

Response.—While it is theoretically correct that only official foreign holders 
of U.S. assets can convert them directly into gold, foreign holders of U.S. secu- 
rities and other U.S. assets can sell them for dollars and convert the proceeds 
into gold. The dilemma we face is the fact that the United States is committed 
by public policy to convert freely foreign claims into gold. The obligation of 
other governments in this respect is not so clear and unequivocal. (All of them 
have at one time or another suspended redemption of their currencies in gold.) 
Our obligation arises from the fact, as Secretary of the Treasury Robert Ander- 
son pointed out in his address to the American Economic Association on Decem- 
ber 29, 1959, “The dollar is the major reserve currency of the world. This 
function can be served efficiently only if foreign holders of dollar claims who 
now have a sizable stake in the way in which we manage our affairs, continue 
to have confidence in the dollar’s basic worth and integrity.” 

Mr. Anderson went on to say, “Under these circumstances, a responsible gov- 
ernment must adopt measures and encourage actions at home and abroad that 
over time will reduce the size of the deficit and have as their long-range objective 
a satisfactory equilibrium in our overall payments position.” 

Question No. 10.—In comparing foreign claims with our gold stock, the Treas- 
ury excludes the liquid dollar claims of international institutions (IBRD and 
IMF) of about $3.8 billion, since (@) IMF, in the absence of an agreement with 
the United States cannot require that its dollar holdings be converted into gold; 
(b) other holdings represent demands that are phased over the years. Did Mr. 
Groseclose include such claims in his calculation of foreign claims to gold? 

Response.—We have used the official reports of the Federal Reserve System 
and U.S. Department of Commerce as our source material, as indicated in the 
text. In the original source material the figures are headed: “Short-term Lia- 
bilities to Foreigners,” ‘‘Foreign Assets and Investments in the United States— 
Short-Term Assets.” An obligation due beyond 1 year is ordinarily not consid- 
ered a short-term asset in accounting practice. However, we have included, as 
indicated in the text, $1,974 million of long-term U.S. Government securities held 
abroad, since they are readily marketable and are treated as liquid assets in 
U.S. banking practice. 

As to the liquid dollar claims of international institutions (IBRD and IMF), 
for the United States to fail to effect such conversion would be a confession of 


insolvency, which is the thing we are concerned with here. See our response to 
question No. 9. 
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TABLE I.—Principal foreign expenditures and transfers of U.S. Government, 
1948-59 


{In million dollars] 
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1 Including investments in the International Monetary Fund and the World Bank. 
2 Partly estimated (based on figures for 3 quarters). 


Source: “Balance of Payments, Statistical Supplement” (1958), Survey of Current Business, June 1959, 
and Office of Business Economics, U.S. Department of Commerce. 


AFTERNOON SESSION 


(The committee reconvened at 2:30 p.m., Hon. Thomas E. Morgan 
(chairman) presiding. ) 

Chairman Morean. The committee will come to order. 

We meet in open session in continuation of the hearings on the mu- 
tual security program for the fiscal year 1961. 

Our first witness this afternoon 1s the Honorable Andrew J. Bie- 
miller, Director of the Legislative Department, American Federation 


of Labor and Congress of Industrial Organizations. 

Mr. Biemiller, of course, is a former Member of Congress, and served 
with distinction from the great State of Wisconsin. 

Mr. Biemiller, you may proceed. 

Mr. Fuutron. May I welcome Mr. Biemiller also? We are glad to 
have him here. He is always informative and always gives a good 
statement whenever he appears. 

Mr. Bremitter. Thank you. 


STATEMENT OF HON. ANDREW J. BIEMILLER, DIRECTOR, LEGIS- 
LATIVE DEPARTMENT, AMERICAN FEDERATION OF LABOR AND 
CONGRESS OF INDUSTRIAL ORGANIZATIONS 


Mr. Bremitter. Mr. Chairman, I appreciate the opportunity to ap- 
ps before your committee on behalf of the American Federation of 

abor and Congress of Industrial Organizations. I am here to con- 
vey to you the wholehearted —— of the AFL-CIO for extension 
and strengthening of the mutual security program which we consider 
to be vital to the Nation’s security and welfare. 

Let me stress at the outset, Mr. Chairman, our strong conviction 
that the mutual security program is a necessary and integral part 
of the Nation’s overall foreign policy. It was for this reason that 
the most recent convention of the AFL-CIO which met last Septem- 
ber devoted part of its resolution on international policy to the ques- 
tion of foreign economic policy. I have attached t to my testimony 
that part of the convention resolution which relates to foreign 
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economic policy and I respectfully request that this attachment be 
made a part of the record of this hearing. 

Chairman Morgan. Without objection, it will be inserted at this 
point in the record. 

(The attachment referred to is as follows :) 


ForREIGN EcoNoMIc POLiIcy 
[Excerpt from Resolution No. 110] 


(This resolution was adopted at the third convention of the AFL-CIO, 
September 1959.) 

The possibility of economic development and industrialization has brought 
to hundreds of millions of people in the less developed parts of the world the 
hope that they can emerge from the age-old morass of poverty, disease, and 
hunger. Many millions of these people live in newly independent countries 
where political awakening has been accompanied by a determination to im- 
prove their way of life. 

Escape from poverty with the assurance of freedom is possible in these lands 
only if economic cooperation is forthcoming from the more industrialized nations. 
While we hope that other countries will make whatever contributions they can 
to this effort, the United States, as the wealthiest and most industrially ad- 
vanced country in the world, should continue to make the major conribution 
toward helping economic growth in the less developed countries. 

Although the largest part of this assistance will for some time continue to be 
extended through U.S. agencies, our foreign economic effort should increasingly 
be channeled through international and regional organizations. It should be 
on a sufficient scale and on a long-term basis. 

Economic progress fostered by our cooperation should assure the maximum 
tangible benefits to the people in the aided areas. The fruits of economic 
development must be widely shared, and the foundations laid for an economic 
structure in the less developed countries which will strengthen the forces of 
freedom and democracy. An effective and equitable foreign economic program 
will also lessen the growing threat of the Soviet bloc to utilize its own economic 
assistance program to forge political bonds with and subvert the less developed 
countries. 

The AFL-CIO calls upon the Congress to authorize an expanded, long-term, 
and fully effective program of economic and technical assistance to the in- 
dustrially less developed nations. This program should include: 

(1) A long-term authorization for 5 years of a minimum of $1.5 billion a 
year for the development loan fund to make loans for economic development 
on a basis appropriate to the financial capacity of recipient countries. These 
funds should be made available without requirement of year to year appro- 
priation. 

2) Effective U.S. financial support for and participation in the proposed 
International Development Association, Latin American Development Asso- 
ciation, and other regional development associations that may be organized to 
provide long-term, low-interest loans repayable in local currencies through 
international or regional channels for economic development in less developed 
areas. 

(3) Expanded support for technical cooperation programs through both 
United States and United Nations agencies. 

(4) Expanded programs to distribute surplus foods and fibers abroad in 
order to help improve living standards and assist economic development in the 
less developed countries. 


Mr. Bremter. At this time, I wish to quote just a couple of key 
sentences from the resolution : 


While we hope that other countries will make whatever contributions they 
can to this effort, the United States, as the wealthiest and most industrially 
advanced country in the world, should continue to make the major contribu- 
tion toward helping economic growth in the less developed countries * * *, 
The AFL-CIO calls upon the Congress to authorize an expanded, long-term, 
and fully effective program of economic and technical assistance to the indus- 
trially less developed nations. 





480 MUTUAL SECURITY ACT OF 1960 


CURRENT CONSIDERATIONS IN MUTUAL SECURITY 


Since our last appearance before this committee, new factors have 
developed which, in our considered judgment, have enhanced the im- 
portance of and increased the need for a fully effective mutual secu- 
rity program. , 

As in past years, I shall not presume to make recommendations 
with respect to the military phase of this program. We in the labor 
movement do not feel that we have the technical competence to rec- 
ommend the exact amount required for military assistance. We do 
urge that whatever amounts are needed for this phase of the program 
should not be permitted to detract in any way from the funds neces- 
sary for economic and technical assistance. 

We are convinced that events which have transpired during the 

ast year indicate a need for funds for economic aid greater than 
oa been available in the past or than are now being requested by the 
President. We sartialaely call attention to the need for expanding 
the Development Loan Fund and placing it now on a more effective 
basis so that it can at least begin to meet the most urgent require- 
ments of the less developed countries for economic growth. 

Mr. Chairman, as Paul Hoffman has recently reminded us, there are 
100 countries in the non-Communist world where the average per 
capita income is $100. In more than half of these countries the figure 
is actually below $100, including such important countries as India, 
South Korea, Pakistan, Thailand, and Vietnam. 

During the decade of the 1950’s, per capita income in these areas 
grew by only 1 percent of $1 a year. People who are no longer will- 


ing to submit to the age-old yoke of hunger, disease, and poverty, will 
not long be satisfied with that kind of snail’s pace progress. If we 
cannot help them in their yearning for a better life they will inevitably 
look elsewhere for assistance. 

These facts have clearly been impressing themselves on the minds 
of many people in many places during the past year in both high and 
low stations of life. 


INTERNATIONAL EFFORTS DIRECTED TOWARD ECONOMIC ASSISTANCE TO 
LESS DEVELOPED AREAS 


Perhaps the most important new international organization is the 
International Development Association in which the Congress has 
been asked to authorize U.S. participation. The AFL-CIO welcomes 
this new organization. It will bring together most of the free world 
nations in a joint effort to provide funds on liberal terms for eco- 
nomic advancement in newly industrializing nations. 

Organizations of the IDA, first recommended by the United States, 
provides the most compelling evidence of worldwide concern with 
problems of economic development. Moreover, it demonstrates a will- 
ingness on the part of many countries, both industrialized and less 
developed, to join in this common endeavor to the extent permitted 
by their own resources. 

But the IDA is by no means the only new organization in this field. 
The United States has already played a major role in the setting up 
of the Inter-American Development Bank. This represents a West- 
ern Hemisphere effort to stimulate economic growth in the countries 
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of Latin America. In Europe the countries of the European Eco- 
nomic Community (Common Market) are developing plans for their 
own economic development fund to assist industrialization in less de- 
veloped countries. Similar efforts are also in the planning stage in 
the Middle East. 


STEPPED-UP SOVIET DRIVE 


Premier Khrushchev, the No. 1 Soviet salesman, as well as such 
top Soviet figures as Mikoyan and Koslov, have been traveling around 
the world selling the Soviet brand of economic aid. They have been 
peddling their wares to less developed and uncommitted countries in 
Asia, Africa, and even in Latin America. In carrying their message 
to these countries, they have professed their great sympathy with the 
problems faced by these countries in meeting the problems of economic 
advancement, but their only real concern is to tie them economically 
and politically into the Soviet orbit. 

It is obviously in our own national interest to point out to the leaders 
of these less developed countries the danger of rising to the Soviet 
bait. But our warnings will go unheeded unless we are prepared to 
make available economic assistance commensurate with the needs of 
the less developed countries. 


DEVELOPMENT LOAN FUND 


Last year the President requested authorization of $700 million 
for the Development Loan Fund. Prior to the official administration 
request, it had been no secret that, within the councils of the executive 
agencies, serious consideration was being given to the idea that a 
larger and longer term authorization should be requested. How- 
ever, those within the administration who wished to strengthen the 
DLF did not prevail. The AFL-CIO was pleased to see the Congress 
take the leadership in this matter when the administration defaulted. 

When the chairman of the Senate Foreign Relations Committee 
proposed that $1.5 billion a year be authorized for the DLF for a 
period of 5 years, the AFL-CIO threw its support behind the pro- 
posal. We recognized the need for adequate funds for this program 
and the fact that assistance for economic development would be most 
effective if it could be placed on a long-term basis because of long- 
term planning requirements in such a program. 

While the Senate Foreign Relations Committee reduced the amount 
recommended to $1 billion a year, it retained the 5-year authorization 
feature suggested by its chairman. 

Unfortunately, as finally passed, the 5-year authorization proposal 
was cut back 2 years with an authorization of $700 million for fiscal 
1960 and $1.1 billion for fiscal 1961. The actual amount appropriated 
for fiscal 1960 was $550 million. Nevertheless, while the action the 
Congress took was by no means all that we should have liked to see, 
it did get away, if only by 1 year, from the burden of year-to-year 
authorizations. Furthermore, the Congress clearly indicated its be- 
lief that the funds available for the DLF should be significantly 
increased. 

Now we find once again that the administration which has been 
speaking fine words about the need for stepping up our economic as- 
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sistance effort is unfortunately extremely short of its professed goals 
in its actions. 

Although every report which has been published dealing with de- 
velopment assistance stresses the long-term aspects of the problem, 
the administration refuses to request that financing for the program 
be shifted from its present hand-to-mouth condition of insecurity. 
Moreover, even though the Congress last year authorized $1,100 million 
for the DLF, for fiscal 1961 the administration has requested an ap- 
propriation of only $700 million. 

Mr. Chairman, we sincerely hope that the inadequacies of the ad- 
ministration proposals will not deter this committee or the Congress 
as a whole from taking fully effective action. 

The tight limitations on the amount of funds available for the DLF 
have undoubtedly held down proposals for loans for projects which 
would be extremely useful for economic development. Nevertheless, 
as of June 30, applications still under consideration totaled more 
than $1.5 billion. This makes it clear that far more could be done if 
additional funds were available. 

Experts have estimated that if $3 billion a year additional could be 
made available to less developed countries, this would make possible a 
growth rate in the 1960’s in such countries twice that of the 1950’s. 

Let me hasten to say that in the 100 countries with average per 
capita income of $100 to which I have previously referred, this would 
by no means bring on the millennium. But it would, at least in some 
of these countries, permit breakthroughs toward the ultimate goal of 
putting their economies on a self-sustaining basis. It would also im- 
measurably improve prospects for raising now intolerably inadequate 
living standards by significant amounts. These are goals well worth 
striving for. 

We have every reason to hope that other nations will assume part 
of the responsibility for providing these funds. Nevertheless, we can- 
not escape the fact that the United States, still by far the richest 
nation in the world, must continue to assume the largest share of the 
burden. This is not just our responsibility ; it is also our opportunity 
to help to improve conditions of life for hundreds of millions of people 
and thereby contribute to the cause of freedom and democracy 
throughout the world. 

Toward the achievement of these objectives we urge this committee 
to recommend to the Congress a 5-year authorization of $1.5 billion 
a year for the capital fund of the DLF. Even this amount, supple- 
mented by other public and private funds, which may conceivably 
become available, is likely to fall short of what is needed to assure 
broad-scale economic advancement in the newly industrializing coun- 
tries. But it would place the fund on a more adequate basis, and it 
would make possible long-term planning in the entire program. 

Such strengthening of the DLF would provide concrete evidence 
that the United States is serious and sincere when we talk about what 
we will do to help bring about economic advancement and a better life 
for people in the less developed countries. This is the kind of chal- 
lenge to the Soviet professions which would provide new strength 
and new courage in the entire free world. 

In this connection, Mr. Chairman, I should like to direct your atten- 
tion briefly to one additional way in which we could effectively demon- 
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strate our concern for the needs of people in our economic assistance 
program. This could be done by assuring that full recognition is 
given to labor and manpower factors in the Development Loan Fund 
program. : 

We would suggest that in the projects made possible by DLF loans, 
effective encouragement should be given to the development of strong 
democratic trade unions. In addition, wages and working condi- 
tions for workers on such projects should be required to measure up 
to principles of fair labor standards so that workers employed on 
them will receive their fair share of the increased fruits of economic 
development. This is extremely important because the success of the 
entire economic development effort may well depend on the extent to. 
which the people in the countries assisted feel that they are able to 
benefit directly from the general economic advance. 

Chairman Morean. Thank you, Mr. Biemiller. 

Mr. Biemiller, the AFL-CIO fully endorses the program presented 
by the President this year? 

Mr. Bremitter. We endorse it as far as it goes, and would hope 
it would be improved upon. We have no criticism of it, except 
inadequacy. 

Chairman Morcan. You think the only inadequacy is the small 
amount requested by Development Loan Fund or would you go fur- 
ther in the other economic portions of the program ? 

Mr. Bremitter. I think that is a correct statement of our position. 

Chairman Morean. You think the Development Loan Fund should 
be expanded to follow the suggestions presented last year by the Sen- 
ate Foreign Relations Committee, a 5-year basis with the billion and 
a half each year, making a total of $714 billion over a 5-year period? 

Mr. Bremittrr. That is the program we would recommend. You 
will note that is convention action of the AFL-CIO. 

Chairman Morean. Mr. Biemiller, this morning when a member 
from the Citizens Foreign Aid Committee testified before this com- 
mittee he mentioned the fact that when intelligent labor leaders wake 
up they are going to be against all foreign aid spending. Would you 
give us your statement on that ? 

Mr. Bremter. This is a matter that has been threshed out thor- 
oughly in all the councils of the AFL-CIO, both at the local, the 
State, and the highest levels that we have, our national convention and 
our executive council actions, and I don’t know of any policy of the 
AFL-CIO which is more universally and broadly accepted by all of 
our leadership than our endorsement of the basic program recom- 
mended by the President plus the strengthening of it which we 
recommend. 

I am familiar with the group that you have mentioned; one of the 
leaders in it is a distinguished industrialist from my home city of Mil- 
waukee, who has always been opposed to any kind of foreign aid. I 
can assure him, for example, that the leaders of the union in his own 
plant concur heartily with the program which we have endorsed here. 


It so happens that I am familiar with the local union in that plant, 
and I know how they feel. 


Chairman Morean. Thank you. 

Mr. Fulton. 

Mr. Fuuron. You have given a good statement, and I am glad you 
are emphasizing the Development Loan Fund. I think that is a worth- 
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while program, and a good project, and we should continue to make 
such an emphasis. 

Mrs. Cuurcu. By the law of the game of Indians or of diminishing 
returns, I am the only member left here. I find myself as a minority 
member for the first time in some years, serving as acting chairman of 
this august committee. 

I would like particularly to congratulate you upon point 4 in your 
statement. 

I was congratulating you on your point 4, in which you recommend— 
Expanded program to distribute surplus foods and fibers abroad in order to help 
improve living standards and assist economic development in the less-developed 
countries. 

I would hope that the AFL-CIO will continue to stress that point. 
I would be willing to see you put it first. I have become convinced 
that unless food is provided to develop sound bodies—and I would 
add some basic education to develop understanding—we have a long 
way to go before ultimate success. 

Mr. Bremitier. We would concur in that view, and with the addi- 
tion that you make to it. Wea that help in developing the minds 
of people in the underdeveloped countries is a very important part of 
the program and should be emphasized more than it has been. 

Mrs. Cuurcu. You do support, of course, the Food For Peace pro- 
gram very strongly ? 

Mr. Bremiuer. All the way. 

Mrs. Cuurcnu. Mr. Biemiller, reference was made in a statement this 
morning that labor in this country was already finding itself in a posi- 
tion of Saving to compete with low-cost labor in other areas. Would 
you care to comment ? 

Mr. Bremiuer. In our basic program adopted at San Francisco, 
our last convention, we have stressed very strongly that we think it is 
high time that through the ILO, GATT, other international groups 
which have some effect upon the question, serious consideration be 
given to the adoption of basic fair labor standards programs in our 
reciprocal trade program, and in the development of foreign eco- 
nomic aid. 

By that we do not mean obviously that we expect the American 
standards to be adopted. We do know of instances in European 
countries—I beg your pardon, in some countries of the world, where 
there is competition, including some European countries, for that 
matter, where the standards that are employed on goods for export 
are not as high as the labor standards that are applied to goods for 
local consumption. It is this situation we feel should be straightened 
out through treaties, and through our foreign economic policy. 

Mrs. Cxrurcu. Do you think that we can exert enough influence 
through ILO or other agencies to bring relief in time? 

Mr. Bremitier. We think the U.S. Government should attempt to 
do so. I can assure you if the Government does it, as it has always 
done, ask one labor leader to go along as a labor adviser to GATT, 
Mr. Seidman from the research department, who is here today, and 
myself, have been in such a role in the past, as has our research di- 
rector Mr. Routtenberg; we will try to see to it that the American 
delegation does take a firm position. 
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We have already persuaded some of the international trade secre- 
tariats of the International Confederation of Trade Unions to push 
for this policy, the most recent being the metal trades secretariat. 


STATEMENT OF BERT SEIDMAN, ECONOMIST, DEPARTMENT OF 
RESEARCH, AMERICAN FEDERATION OF LABOR AND CONGRESS 
OF INDUSTRIAL ORGANIZATIONS 


Mr. Serpman. As well as the International Confederation of Free 
Trade Unions itself, which has on two occasions taken a stand in this 
direction. 

Mr. Bremitier. We think we can muster at least labor strength 
throughout the world for this position and have influence brought on 
governments of the world. 

Mrs. Cuurcu. Mr. Zablocki, I give you a hard choice. I will be 
glad to have you take the chair, but if you prefer to ask questions 
first, I will remain here. 

Mr. Zasiockt. Thank you, Madam Chairman. 

Mr. Biemiller, I wish to apologize for not being here to hear your 
statement. The House rollcall provided the competition to your 
presentation. 

I want to assure you that I shall at the earliest opportunity read 
your statement. 

I know, as in the past, it is a good statement. It will receive full 
consideration from the committee. 

I have no questions. 

Chairman Morean. Mrs. Bolton. 

Mrs. Botton. It is great fun having you back. It always is. 

In this long-term authorization of 5 years with a billion five a year, 
you know the congressional sort of dead-end street there. How would 
you have us doit? Can we commit the next Congress? 

Mr. Bremer. I am well aware of that problem, of course. 

Mrs. Botton. What advice can you give us. 

Mr. Bremiter. I would think at least the commitment would have 
a moral effect, if not a positive effect. In the first place, the 5-year 
authorization doesn’t solve anything, any more than the 2-year 
authorization solves anything. In succeeding years, even in the in- 
stant year of any authorization, I don’t have to tell anyone on this 
committee the trials and tribulations you have with the Appropri- 
ations Committee, the trials on appropriations bills. 

In our judgment a longrun commitment would have a good, moral 
effect, a good psychological effect on our relations on the non-Com- 
munist world. That is why we keep urging repeatedly that Congress 
take such an action. 

Mrs. Botton. You think it is legal for us to do it, even though we 
one not appropriating the money? We are committing the following 

n ’ 

Mr. Bremitier. You are committing them—— 

Mrs. Bouton. That does not mean I am not for it. 

Mr. Bremer. I understand that perfectly. We have the same 
commitment, for example, do we not, with permanent authorization? 
Furthermore, I don’t see where there is any difference between a 5- 
year authorization for this matter and a 5-year authorization under 
the Hill-Burton Hospital Construction Act. 
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Mrs. Botton. You know it is always coming up. 

Mr. Bremiuter. I recognize this. If I recall correctly, the first 
Hill-Burton Act passed in 1946, and it has been renewed each time 
on a 5-year basis. The Congress made a commitment for an author- 
ization for longer than a 2-year period. As I recall, unfortunately 
this particular authorization has also had the fate that so many do, 
that only once has the full authorization been passed by the Congress. 
I don’t see where there is any difference between that type of author- 
ization and the one that we are here proposing. 

Mrs. Boiron. I was very much interested in your remarks relative 
to the possibility or impossibility of having labor difficulties because 
of these things, with the cheap labor abroad. 

You people are perfectly ready to have that happen ? 

Mr. Breminier. We are having some difficulties right now. 

Mrs. Botron. What are you doing about it? 

Mr. Bremiutter. I am sure you have heard from our garment trades 
who are extremely anxious that something be done to handle the 
growing influx of very cheap shirts and clothing that is coming from 
Hong Kong and certain other parts of the free world. 

We are simply going to have to appear before the Congress and 
also appear before the Tariff Commission from time to time. We 
would like to see a more effective use of the escape clause. 

We have also urged the Ways and Means Committee to add on the 
reciprocal trade legislation, or to _ as a separate bill, a piece of 


legislation that we call the Trade Adjustment Act, which would permit 


technical assistance to areas in America which find themselves in the 
same position as underdeveloped countries, because of certain kinds 


of foreign competition. We think this would also be of some value. 
Se Botton. Do you have any hope that anything like that might 
one? 

Mr. Bremiter. I still do. I think it is also worth noting that 
the European Common Market is doing just that. They have gotten 
ahead of us in this respect. They have been moving some folks 
around from one area to another. They have been giving some com- 
pensation for an industry that may be wiped out because of the tariff 
competition. 

Mrs. Bourton. Do you think our people will be willing to move? 

Mr. Bremiter. I think a lot of them would like to move if they 
were given an opportunity. The older ones, no; the younger ones, 
yes. I think they are moving. I think the younger ones would be 
happy to move if we could find opportunities for them, or, in turn, 
would welcome the passage of legislation which would be of assistance. 

There is also pending, as you know, and passed once and vetoed, 
unfortunately, the depressed areas legislation which goes way beyond 
the problems created by tariffs, but it deals with the kind of problems 
we are going to have to meet. 

Mrs. Borron. Are your two organizations setting up any machinery 
by which the Chairman’s coal people could be re-educated to be elec- 
trical engineers, or something ? 

Mr. Bremiiuer. One of the things that we have asked for in the 
legislation that is sponsored by a great many Members of the House, 
and which has again passed the Senate, is to make funds possible. 

Mrs. Boiron. I was thinking about the labor unions doing some- 
thing about it rather than to depend entirely on the taxpayer. 
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Mr. Bremiter. It is hard for us to take on that kind of task. 

Mrs. Bouron. You build buildings. 

Mr. Bremitirr. Yes, to use the resources. 

Mrs. Bouron. Wouldn’t it be good to invest some of them in human 
nature? 

Mr. Bremititer. We have training programs, but we are not finan- 
cially competent alone to handle the type of programs that you speak 
of. 

Mrs. Bouron. I wish you would bear that more often in mind, be- 
cause I think it would give a great deal of courage to other areas in 
both industry and ordinary civilian housewives if the labor movement 
itself accepted some very real responsiblity in it. I think perhaps we 
would all get together better if we could work together on some such 
thing that is more or less objective, because it is a human nature prob- 
lem that might bring us together with better understanding in the 
whole process of the terrific changes that are taking place ev erywhere, 
and no place in the world more so than here in America. 

I would like to feel we could throw that into your hands and next 
year when you come up you can tell us perhaps that you are doing 
something about it. 

Mr. Seman. I think our affiliates are very active in this field in 
at. least two different ways, along the ways that you are suggesting. 
One is, as you know, of course, they are cooperating in the apprentice- 
ship and vocational training programs throughout the country. The 
other is that in just these communities that Mr. Biemiller has been 
speaking of, and you have been referring to, our people have been 
joining in community wide efforts to improve economic conditions in 
these areas, joining with all other groups in the community. Some- 
times they have taken the leadership in these efforts. I don’t feel 
that. we are just sitting back and watching these developments as if we 
had no responsibility. 

Chairman Morcan. What he says is true, Mrs. Bolton, because at 
least in my district we have had RCA come in with a new plant. The 
local union has made a contribution of $160,000 to the construction 
of the new plant. 

Mr. Bremiuier. An allied sort of thing to the proposal that you are 
making, Mrs. Bolton, is being carried on very extensively by at least 
two of our international unions, the plumbers and pipefitters and the 
boilermakers. In these instances, with the advent of atomic energy 
and the building of plants to use atomic energy, these unions have 
had to retrain many of the old journeymen to a higher degree of 
skill. Both of those, just to mention two instances, have extensive 
programs in that direction that they are carrying out. 

Mrs. Bouton. On the apprentice thing, I was told in Cleveland 
some of the difficulties in our building trades was that we didn’t have 
enough building jobs to accommodate the number of apprentices they 
would like to train. 

Mr. Bremer. That is partly true. 

Chairman Morean. Mrs. Church. 

Mrs. Cuurcu. I have already asked my questions, Mr. Chairman. 
Chairman Morean. Mr. Meyer. 

Mr. Meyer. No questions. 
Chairman Morgan. Thank you, Mr. Biemiller. 
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Mr. Bremuuer. Thank you. I appreciate the opportunity to be 
here. 

Chairman Morean. The next witness is Mrs. A. R. Henry, vice 
president of the Women’s Division of Christian Service, Board of 
Missions, Methodist Church. 

You havea statement. You may proceed. 


STATEMENT OF MRS. A. R. HENRY, VICE PRESIDENT, WOMAN’S 
DIVISION, CHRISTIAN SERVICE, BOARD OF MISSIONS, METH- 
ODIST CHURCH 


Mrs. Henry. I am representing the Womaun’s Division of Christian 
Service of the Board of Missions of the Methodist Church. I am a 
vice president of the organization and chairman of its Department of 
Christian Social Relations which carries responsibility in the social 
education and action field. 

The woman’s division, which is the duly elected administrative and 

slicymaking body for nearly 2 million organized Methodist women, 
fin consistently since 1945 supported U.S. programs of economic 
aid and technical assistance. 

Our organization has had experience with various types of technical 
assistance furnished through the missionary enterprise of our church 
for more than 100 years. We have, therefore, great interest in this 
type of aid. We have watched the entry of the United States and 
the United Nations into the field of technical assistance with great 
interest. We believe that, because of the concern of our organization 
for the welfare of human beings everywhere, there are few issues 
that are of greater importance to our entire membership across the 
country. 

This program can help peoples everywhere in their struggle to 
achieve for themselves a better standard of living, and access to such 
blessings as literacy and social institutions appropriate to their needs. 
We believe that the new expanded technical assistance programs 
have been one of the great achievements of our times. We share with 
the historian Toynbee the belief that this century will be remembered 
not for its great crimes, or for its scientific advances, but for the fact 
that it has dared to dream that it may be possible to extend the bene- 
fits of civilization to all men. Technical assistance is one of the most 
important tools available to us as we endeavor to achieve this dream. 

The woman’s division has recognized and consistently recom- 
mended that technical assistance should, to as great an extent as 
possible, be on a multilateral rather than a unilateral basis. 

Because of our interest in this particular aspect of plans for tech- 
nical assistance, we were very much interested to note that at the 
recent meeting of the Economic Commission for Africa, held at 
Tangier, the African countries stated that they would prefer to have 
all technical assistance given to them by the United Nations rather 
than by individual countries. We were heartened also by the state- 
ment of the Honorable Christopher Phillips, the U.S. observer at 
the meeting, that the United States hoped to make assistance available 
rin this manner. We noted that this assurance by Mr. Phillips was 
warmly received by the members of the Commission. We hope that 
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the 86th Congress will make available ample funds for fulfilling the 
implications of Mr. Phillips’ speech. 

While Africa is only one example of the underdeveloped countries 
m desperate need of assistance, we have spoken of this because this is 
such a clear expression of the way that we believe many countries 
feel. We also feel that the future of the African continent is of spe- 
cial significance to the world at this point in history and must be kept 
constantly before us as we consider such appropriations as the ones 
involved in this hearing. For these reasons we feel that it is im- 
portant that as large a proportion as possible of U.S. technical assist- 
ance should be given through the United Nations. We believe that 
ways can be found to increase the U.S. contributions at various points 
without creating the impression that the United States is trying to 
carry too much of the load. 

Another part of the program of economic aid and technical assist- 
ance which is crucial at this time is that of providing funds for capital 
expenditures which cannot, because of their particular character, be 
financed by private capital. The experience of the world with ex- 
panded technical assistance during the last 10 years has made this 
fact clear. Before one begins to build the types of industrial enter- 
prises which will attract private capital, many preparatory steps must 
be taken. These include the survey of resources, the training of per- 
sonnel, and the building up of transportation and communication 
facilities. None of the existing technical assistance programs have 
the funds to finance the needed work in these fields. For this reason 
the United Nations special fund and the International Development 
Association are important in meeting these needs. We hope that 
ample contributions to these and other means of supplying necessary 
capital for these purposes will be made by the United States. 

We have addressed our brief remarks at this time to two features 
of the program, for mutual assistance, but we are concerned with the 
future of the entire economic aid and technical assistance program. 
We hope that all of the administration’s requests in this field will be 
met and, wherever possible or useful, increased. Such legislation will 
be, : believe, an important contribution toward building a peaceful 
world. 

Chairman Morean. Thank you, Mrs. Henry. 

Mrs. Henry, then you represent the woman’s division of the Chris- 
tian Service Board of Missions of the Methodist Church, and do you 
fully endorse all the economic portions of this program ? 

Mrs. Henry. Yes, the economic. 

Chairman Morean. In the second paragraph from the bottom of 
the page, you say: 

The woman’s division has recognized and consistently recommended that tech- 
nical assistance should, to as great an extent as possible, be on a multilateral 
rather than a unilateral basis. 

You feel that most of our technical assistance should be admin- 
istered through such an organization as the U.N. special assistance 
fund of the United Nations? 

Mrs. Henry. Yes, and its specialized agencies. 

Chairman Morean. In this bill, of course, I expect you know that 
we increase our contribution to the U.N. technical assistance program 
by $3 million this year. 
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Mrs. Henry. Yes; which made us happy. 

Chairman Morean. You don’t endorse any military portions of the 
program ? 

Mrs. Henry. We do not feel competent to judge those needs, and 
the percentage that is needed for that. We ask for the increase 
wherever possible of aid in the economic area. 

Chairman Morecan. You endorse the Children’s Fund and the 
others ? 

Mrs. Henry. Yes. We have that on record. 

Chairman Morean. Thank you, Mrs. Henry. 

Mrs. Bolton. 

Mrs. Boiron. I have no questions, Mr. Chairman. Thank you very 
much for coming before us. 

Chairman Morcan. Mrs. Henry, our next member is an expert on 
this. He wasa delegate tothe U.N. 

Mr. Zasvockt. I am delighted to welcome you, Mrs. Henry. 

Mr. Biemiller, who had preceded you, as you know, is from Wis- 
consin. Mr. Chairman, it appears to be Wisconsin’s day. 

I have no questions. 

Mrs. Henry. We are still appreciative in Wisconsin for the leader- 
ship that Mr. Zablocki gave us when we had a group at the United 
Nations. He was our representative at the U.N. at that time and gave 
the Wisconsin group some time in a briefing session. 

Chairman Morean. Mrs. Church. 

Mrs. Crurcnu. As a fellow Methodist, it gives me a great deal of 
pride to have you come here to make a statement of this kind. 

Mrs. Henry, would you be willing to see the amount put into our 
own. technical assistance unilateral program reduced, if necessary, in 
order to increase the amount given to the programs of the United 
Nations? 

Mrs. Henry. I think I am expressing the attitude of the woman’s 
division when I say that we would be willing to have it put in multi- 
lateral programs. Of course, we would also like to see it increased. 
I think I would be expressing the attitude of the members of the 
woman’s division when I say they would prefer having it on a multi- 
lateral basis—through the United Nations rather than unilateral, even 
if this meant decreasing the unilateral programs. 

Mrs. Cuurcn. Is that a change of emphasis within the last 3 or 4 
years on the part of your board ? 

Mrs. Henry. No; I think that has been the attitude of the woman’s 
division for the last 10 years. 

Mrs. Cuurcu. I am tremendously interested, Mr. Chairman, that 
women will come from Wisconsin representing a group of any church 
leadership. I wonder if Mrs. Henry would tell us how they arrive 
at endorsement or lack of endorsement of given programs. Does the 
board meet and decide the question ? 

Mrs. Henry. The board is a representative group. We achieve 
membership on the board through a series of elections. 

Mrs. Cuurcu. Do you have sessions where you ponder on these 
missions—— 

Mrs. Henry. Yes, and at all levels, our local women, going up 
through the conference, through the jurisdiction group, and on the 
national level where there are hours and hours spent on discussion 
and research. 
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Mrs. Cuurcu. Mr. Chairman, I, as you know, have been very 
grateful to have Mrs. Henry here, and I would like to give my wel- 
come also to the representative from UNICEF. I have to go to the 
House floor for the debate, but I want the witnesses to know how 
glad we are that they have come to us. 

Chairman Morean. Mr. Meyer. 

Mr. Meyer. I would like to welcome you here—even though I come 
from the State of Vermont I did live and work in your immediate 
area—even fought fire on the Menominee Indian Reservation. I hap- 
pen to share your opinions and the viewpoint of your organization. 

I wonder if I could perhaps draw you out a little bit as to the rea- 
sons why you prefer the multilateral approach to the unilateral and 
some of the things that you see wrong with the unilateral as compared 
with the multilateral approach ? 

Mrs. Henry. The multilateral program, particularly the programs 
carried out through the United Nations, seem most desirable. We 
have the international organization called the United Nations, which 
is a tool for doing this type of thing. It was my privilege today at 
noon to hear Ambassador Lodge speaking over at the American As- 
sociation of United Nations meeting, and he brought to that group 
the reasons for this, in very specific terms. 

In the first place, the dollars that come through the United Nations 
sources are matched by dollars from other countries. When they go 
to a country with aid that country also matches the dollars. 

He indicated that there were times when $1 of U.S. money increased 
to practically $7 by the time it was used on a project. I am Scotch 
enough to think that is good business. 

The second item that he gave; that as the other countries matched 
these funds it gave for a greater interest on a total scope of the pro- 
gram, and also the countries that were having the project within their 
geographic area. 

Another one of the statements that he made, that seemed important 
to me, was that these programs are so obviously insulated against 
political manipulation that they are welcome in places where the 
other would be suspect, and there is less chance of having our purposes 
misunderstood. That is one of the attitudes that our woman’s divi- 
sion has held consistently. 

I already indicated that you get better cooperation when a country 
is cooperating with an international organization. 

Mr. Meyer. Do you also believe that it would build the United 
— itself as an effective force and strengthen its position in the 
wor 

Mrs. Henry. Yes; I would think it would. I think it would be the 
feeling of our women it would. 

Mr. Meyer. This would be part of your thinking? 

Mrs. Henry. Yes. I would indicate that one of the attitudes of the 
woman’s division is that the United Nations should be strengthened 
wherever possible. 

Mr. Meyer. Thank you very much. 

Chairman Morean. Mrs. Henry, our other delegate to the U.N., Mr. 
Fulton, has now come in. 

Mr. Fuuton. We are glad to have you here. I would like to ask 
you for the record, What do you think of the progress that the United 
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Nations is making? Don’t you think it is progressing more each year 
and becoming more of an influence in world affairs and would be more 
effective in the future? 

Mrs. Henry. Yes. 

Mr. Futron. You people who have been working with these agen- 
cies in the United Nations are in a position directly to observe so 
that you can tell of your own knowledge, then, what the past has been. 
Would you say that for the United States it has been a very worth- 
while participation in the U.N. ? 

Mrs. Henry. Yes. 

Mr. Fuiton. Would you comment on what you think of the future 
of the United Nations, in view of your own work with the United 
Nations so that we have that on the record? 

Mrs. Henry. I would think the role of the United Nations in the 
future could be increased, and that it would have a greater contri- 
bution for mankind the world around than it has had before. 

Mr. Fuxitron. You would then emphasize in your judgment our U.S. 
participation in the United Nations, as well as the United Nations’ 
specialized agencies? 

Mrs. Henry. Assuredly; yes. 

Mr. Furron. You would strongly disagree with those people who 
feel that Congress may have been at least not careful with the taxpay- 
ers’ money when the U.S. Congress by large majorities has been par- 
ticipating in the Congress in this type of an international approach ? 

Mrs. Henry. I would think it is some of the best use you could 
make of the taxpayers’ money, and I would hope it would be increased. 

Mr. Futton. Wouldn’t you say that the ultimate effect of our in- 
creased U.S. participation in the United Nations, and our strong back- 
ing of these specialized agency programs, increases the safety and 
security of everyone of the American people, as well as the nations 
and peoples of the free world ? 

Mrs. Henry. Yes; definitely. 

Mr. Futron. So it is ultimately a job of the well-being and security 
of the people that Congress is acting for through the United Nations; 
is that right? 

Mrs. Henry. Definitely. So far as our organization would be con- 
cerned, they would be hopeful that the appropriations would be in- 
creased all down the line to the United Nations and specialized 
agencies. 

Chairman Morean. Dr. Judd, do you have any questions? 

Dr. Jupp. I am sorry I wasn’t here earlier. I went out to Andrews 
Field to meet the President returning from Latin America. I regret 
I didn’t have a chance to hear your testimony, which is always illu- 
minating and instructive. 

Chairman Morean. Dr. Judd did some work at the U.N. in 1957. 

Mrs. Henry. I know he did. 

Chairman Morgan. Mr. Zablocki. 

Mr. Zastocki. Mr. Chairman, one of the apprehensions is the in- 
creased number of newly independent African nations expected to 
join the United Nations. It is estimated within the next 5 years there 
will be 25 additional African countries in the United Nations and the 
apprehension is that the United Nations special fund may be weighted 
in favor of African underdeveloped countries at the expense of under- 
developed countries in the world. 
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That is one of the arguments, for a “go slow” attitude on multilateral 
programs. Have you any comment? 

Mrs. Henry. No. 

We would have no fear because Africa would probably need help 
more than some of the other areas. I understood in the World Bank 
and IDA program there was weighted voting. That would make 
some difference in what could happen in any particular area. 

Mr. Zasiockt. In the report of the U.S. congressional delegation to 
the U.N. we recommend that an effective and an equitable solution must 
be found to assure that countries representing the majority of the 
world’s population, which provide the bulk of the financial support for 
the United Nations, be given proportional representation through 
weighted voting. Some of the underdeveloped countries of the world 
are at times quite vocal in their criticism of the special assistance pro- 
grams and the distribution of funds available to the United Nations. 

Mr. Meyer. Has that happened so far? 

Mr. Zas.ocki. To a degree, however, I am concerned of the future. 
I agree that the African continent is very important. As it becomes 
developed, we sincerely hope the newly independent nations will be 
oriented toward our way of thinking rather than to the Communist 
philosophy. 

Mrs. ae. As a missionary woman our philosophy is that where 
the need is, that is where the service should be given. 

I think we would have to carry that through in this particular situa- 
tion too. If the need is in Africa we would feel that is where greater 
help should be given. 

1 know it is the attitude of our organization that Africa at the 
present time is in need of all the help, including technical assistance, 
that they can get because they are an emerging country and will have 
a great impact on the world picture. 

Mr. Zastocki. Your organization, therefore, has no fear that spe- 
cialized assistance programs of the United Nations would favor cer- 
tain African nations at the expense of underdeveloped countries. 

Mrs. Henry. We have had no fear of that. 

Mr. Zastocki. Thank you, Mr. Chairman. 

Chairman Morean. Any further questions? 

Dr. Jupp. I have now had time to read through your testimony 
Mrs. Henry, I am particularly grateful for your emphasis on the 
Special Fund. People always like to have praise for their own chil- 
dren, I suppose. 

I feel that the more people will think about this whole matter, the 
more they will see the advantage of giving multilateral aid, first,. 
in order to get more money. 

If we do the whole works, we get only 40 percent of the amount. 
It isn’t a choice between our giving 40 percent and nothing; it is be- 
tween giving 40 percent and 100 percent. We insist on giving 100 

recent. 
ao it is better for the other countries to give more. We get more 
money, also more technicians, more good will, more appreciation and 
therefore a more effective job accomplished. 

I am sure if more people would study it, the more they would see 
it is a good thing. They always say, as the gentleman from Wis- 
consin brought out, “see what may happen if you do it this way.” I 
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am worried about what is happening, rather than what may happen. 
If we do our job, I am sure—— 

Mr. Zastocki. I want the record to show that I am not in disagree- 
ment. I posed the question for the purpose of discussion. 

Jupp. The gentleman and I are on the same side of the table 
on this. 

Chairman Morean. Any further questions? 

Thank you, Mrs. Henry. 

Our next witness is Mrs. Elizabeth T, Farwell, member of the 
Washington Committee on Legislation, National Congress of Parents 
and Teachers. It is nice seeing you again. You were here last year. 


STATEMENT OF MRS. ELIZABETH T. FARWELL, MEMBER, WASH- 
INGTON COMMITTEE ON LEGISLATION FOR THE NATIONAL CON- 
GRESS OF PARENTS AND TEACHERS 


Mrs. Farwetu. Yes. I have been here for 7 years. 

Off the record. 

( Discussion off the record. ) 

Mrs. Farwetu. Even though this is brief, I am just going to read 
parts of it because I gather Tam the last witness and I would like to 
give you a special bonus. 

Chairman Morean. You can read the whole statement if you wish. 

Mrs. Farweu. I am Elizabeth T. Farwell, a member of the Wash- 
ington Committee on Legislation for the National Congress of Par- 
ents and Teachers. I am substituting this statement for Mrs. Fred 
L. Bull, chairman of the committee on legislation, in support of the 
administration recommendation for the authorization of $12 million 
for the United Nations Children’s Fund in fiscal 1961. 

I am very grateful for this opportunity to speak today on behalf 
of our organization, a volunteer group with nearly 12 million mem- 
berships. 

I believe the PTA is trying to keep up with the appropriations 
each year. We went to 11 and are almost to 12. 

Dr. Jupp. Would you like us to make it 14 this year? 

Mrs. Farwe wu. I think it is well for all of us to keep reaching. 

Our organization has been active in support of UNICEF since this 
program of emergency relief for the hungry children of Europe 
began in 1946. Fourteen years later, we are just as active in support 
of UNICEF, today an effective self-help program whose aim is the 
alleviation of hunger and disease for the children of the world. Coun- 
try after country has joined in this effort to improve child and 
maternal health and welfare. In 1958 almost one-half of all contrib- 
utors to UNICEF from governments other than the United States 
came from countries and territories receiving UNICEF aid. 

I, myself, am very proud of the way the other countries have come 
up with their percentage aid to the central fund as well as their huge 
contributions in their own individual country funds. 

As an example of the kind of problem UNICEF has tackled and 
solved, I would like to read the committee a very brief selection from 
the December 1959-January 1960 News of the World’s Children, the 
publication put out by the U.S. Committee for UNICEF, an article 
entitled “Trachoma Curse of the Ages.” 


zatic 
Stat: 
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Trachoma is an age-old, devastating eye disease which costs hundreds of 
millions of workdays a year. Through the ages it has attacked kings and paupers 
alike * * * the germ which. was “preserved on Noah’s Ark” has caused blind- 
ness or permanent impairment of vision since Neolithic days * * * 

Yet, for no more than 50 cents per eye, this disease infecting one-sixth of 
the world’s population is being arrested. UNICEF and the world health or- 
ganization conduct mass campaigns utilizing modern wonder drugs which lessen 
the virulence of the disease and often cure its victims * * * 

Antitrachoma projects in Morocco, Tunisia, Egypt, Spain, Yugoslavia, Al- 
geria, Indonesia, Turkey, and Taiwan are carried on by mobile medical units 
dispensing the new drugs. India, Greece, Iran, Syria, and Vietnam have all 
received aid in this manner. These programs have pointed up what determined 
effort can do in freeing mankind from but one more of the curses which have 
plagued human existence. 

The National Congress of Parent and Teachers urges the authori- 
zation of the full $12 million request in the proud hope that the United 
States may continue to support the carefully planned and effective 
UNICEF program. 

That is about all I can say about it. You people have been very 
receptive every year and we appreciate coming very much. 

Chairman Morean. Thank you, Mrs. Farwell. 

Mr. Fuuron. We have been more than receptive, we welcome you. 
The UNICEF was started as U.S. official policy in this committee 
room through the action of this committee vote, the Foreign Affairs 
Committee. It was put in the Marshall plan by amendment right at 
this particular table when it was not. backed by either the then ad- 
ministration, the Democratic administration, nor the Republican 
opposition. 

Dr. Jupp. If I may interrupt, I think your history is a little bit 
incorrect. It wasn’t in the Marshall plan. It was in the UNRRA in 
1945 or 1946. I had the privilege of offering the amendment for the 
first $50 million myself from the floor. The House adopted it. Some 
had been afraid to bring it up because they thought it wouldn’t be 
accepted. 

Mr. Bloom, our chairman, hesitated. He said it was too big, $50 
million. But they passed it and it went to the Senate. They cut it 
“ - million and the conference was $45 million, isn’t that right, 

oyd % 

Mr. Crawrorp. I will have to refresh my memory. 

(Discussion off the record.) 

Mrs. Farwevui. Unless there are more questions 

Chairman Morean. Any questions, Mrs. Bolton? 

Mrs. Bouton. No. Except to say that I cannot help wondering 
if it would not have been wiser had you asked for say $13 million in 
view of the milk situation in some parts of the world. 

Mrs. Farweiu. Speaking for my organization, I think we have 
become rather realistic and glad to see the program moving slowly 
and steadily. We have been interested in the fact that as the U.S. 
percentage was cut—I would just as soon this was said to you—our 
organization was very upset. However, the full appropriation, to 
the best of my knowledge, has been given each year because those 
countries have made the extra effort and in the doing more countries 
have joined. 

Chairman Morean. Mr. Zablocki. 

Mr. Zastockt. I have no further questions. I wish to state that 
Tam very proud of Wisconsin today and always. 
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(Discussion off the record.) 

Chairman Morean. Dr. Judd. 

Dr. Jupp. I would like to say that I think one of the best things 
about UNICEF is that its budget hasn’t been up and down. It has 
had a sound, proved program and has carried it through year after 
= _I feel that in these long-range programs that is the best way 
to do it. 

The programs for which we appropriate a lot of money one year 
and the next year cut their heads off—they are always floundering 
around. They don’t know how to plan. I think UNICEF has gotten 
more done by being—I don’t want to use the word “conservative”— 
being stable and carrying through a consistent program year after 
year than if it had gotten more some years and the next year had 
to cut down and kept in a state of suspended uncertainty. 

Mrs. Farwe.t. I also believe that the fact that it emphasized the 
self-help feature has been of great help to other groups who were 
somewhat doubtful on this. 

As an aside, in answer to your question to the previous witness, 
I was very interested because to me there is a great—this is purely 

ersonal—there is a great impact made by an authorizing group, even 
if the appropriations group fails to appropriate the authorized 
amount ause of the fact that you have taken the long-range 
approach rather than the finger-in-the-dike approach. That is why 
Iam happy to support a long-range view. 

Chairman Morgan. Mr. Meyer. 

Mr. Meyer. I have no questions. I guess I am too young to get 
into this discussion. 

Chairman Morgan. Mr. Fulton. 

Mr. Fuuron. I would disagree with Dr. Judd and rather agree 
with Mrs. Bolton. 

: my Botton. Wait a minute. I am not so sure you know what 
said. 

Mr. Futton. Mrs. Bolton wants action and courageous action. I 
would rather think that is the best approach to this type of a pro- 
gram, considering the difficulties that you have encountered, and that 
are ahead. I can still remember in the postwar years when they were 
always trying to stop the UNICEF program as being an emergency 
war program, and that it should either be cut down completely or 
finished off by legislation so that our participation as a legislative 
matter would end. 

It took some pretty back-to-the-wall, pretty heavy back-to-the- 
wall work to avoid that circumstance when the program was, to me, 
being rather conservatively operated. 

The question then comes, if there is a strong need and it can be 
better shown that the needs are not being met, I think that you 
would get a very broad public acceptance among the children and 
young people of this country if the programs were aimed as far as 
practically they should be, so that we can then show what the short- 
fall is and what isn’t being done. 

The reason I say that is, if the programs are met and appear to be 
adequate. It would then make the problem look as if the need were 
being met when as a matter of fact the programs of UNICEF now 
are hardly scratching the surface of the total problem. 
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I would rather have you look at the total problem, estimate the 
total need, and then come up with a program that is beyond your 
grasp in trying to meet the program, and that is where Mrs. Bolton’s 
words “courageous action” come in. 

Mrs. Bouron. Would the gentleman yield? 

Mr. Fuuron. Yes. 

Mrs. Borron. I think it is so impossible to do what you suggest, 
Mr. Fulton. The real need, the ultimate need is so great because it 
is the need of most of the children of the whole world. I think we 
have to go at it slowly. On the other hand, on the milk situation, 
I personally would have liked to have had a little more money. 

Mrs. Farwe ww. I believe if the powdered milk shortage does obtain 
and continue you may well hear more demands being made. I feel 
the Congress of Parents and Teachers as an organization can do only 
so much as far as examining needs in the field. 

One of the things I think we like the best about the program as we 
see it is that it helps make a start in those countries so they can carry 
on the program themselves. That is probably hard in any one year 
to assess. As the needs arise, and as we see them, we will be most 
happy to be a little more courageous. 

dr. Jupp. There is a difference between courageous and wise. Tilt- 
ing the windmill is courageous but not always wise. Some of the big- 
gest mistakes that have come in our overall aid programs were where 
too much was tried too fast. 

Mrs. Boron. I stand corrected. 

Dr. Jupp. Some of the things that are stated without proper 
preparation don’t succeed. They backfire and tend to discredit the 
whole thing. 

We make more haste if we don’t press it quite so courageously 
and go ahead in a way that is sound. 

The first question is, what do they need? That is astronomical. 
But that isn’t the main question. The main question is, “How much 
can they effectively use? 

Mrs. Farwevi. You are saying the answer lies between being Don 
Quixote and a stick-in-the-mud. 

Mr. Zastocki. To end on a note of compromise, our State motto is 
“Forward.” 

As I understand it, my colleagues on the other side of the table are 
saying, “Go forward courageously with ambition; carefully with 
vision.” 

Chairman Morean. Thank you, Mrs. Farwell. The committee 
stands adjourned until 10:30 tomorrow morning. 

(Whereupon, at 4:05 p.m., the committee was adjourned to recon- 
vene at 10:30 a.m., Tuesday, March 8, 1960.) 
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TUESDAY, MARCH 8, 1960 


House or REPRESENTATIVES, 
ComMITTeEE ON Foreign Arrarrs, 
Washington, D.C. 

The committee met at 10:40 a.m., in room G-3, U.S. Capitol, Hon. 
Thomas E. Morgan (chairman) presiding. 

Chairman Morean. The committee will come to order. 

We meet this morning in executive session on the Mutual Security 
Act making authorizations for fiscal year 1961. Our witness is the 
Honorable J. Graham Parsons, Assistant Secretary of State for Far 
Eastern A ffairs. 

We also have Rear Adm. E. J. O’Donnell, Director, Far East 
Region, Military Assistance, Office of Assistant Secretary of Defense, 
International Security Affairs, and Alvin Roseman, Regional Director 
for Far East Operations, ICA. 

Mr. Secretary, you havea statement. You may proceed, sir. 

Mr. Parsons. Thank you, Mr. Chairman. 


STATEMENT OF HON. J. GRAHAM PARSONS, ASSISTANT SECRETARY 
OF STATE FOR FAR EASTERN AFFAIRS 


Mr. Parsons. I would like to say that this caption at the top of the 
prepared text of my statement, “For Release Upon Delivery,” is not 
intended to indicate that the State Department has any intention of 
releasing this statement. This is entirely a matter for your committee 
to decide, sir. 

Mr. Chairman and members of the committee, I welcome the oppor- 
tunity to appear before you in weEPerS of the mutual security pro- 


gram. My responsibility has to do with the Far East and extends 
from Japan and Korea on the northeast through China and southeast 
Asia around to Burma and down through Indonesia to Australia and 
New Zealand. 

Well over a third of the people on earth live in this area, more than 
650 million in Communist China, North Vietnam and North Korea 
and 350 million in 13 countries of the free Far East. These free 
countries are distributed on islands and peninsulas around the central 
heartland of Communist controlled China. This fact is a constant 
preoccupation for all of these countries as indeed it is for us too. 

It is our aim to help preserve the hard-worn independence of these 
countries and to assist them in their aspirations for a better life for 
their peoples. We have long considered these aims to be important 
in our own broad self-interest but we also value our cordial and 
cooperative relations with these peoples for other, less materialistic 
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reasons. The harsh reality, however, is that they are menaced by the 
overbearing presence of Red China whose leaders are dedicated, in 
the words of one of them, Liu Shao-chi, “to * * * transform the 
present world into a Communist world.” (Liu Shao-chi “How To Be 
a Good Communist,” 1951.) 

Given the disparity in population, the peripheral position of the 
free countries of the area, their lesser material strength and, for most 
of them, their newness, it is obvious that a grave imbalance of power 
exists in the Far East. 

It is our countervailing presence which redresses this balance and 
it must continue to do so. Nowhere, I venture to say, does the pres- 
ence, prestige and power of the United States play a more vital 
role than in this area. A key instrument, in fact the indispensable 
instrument, in our relative success to date has been the mutual security 
program. 

In this pivotal year, at the close of a turbulent decade, I would like 
briefly to look first at the past to see where we have come with the 
help of this program, and then at the future in an effort to foresee 
something of the nature and dimensions of the challenge ahead in 
the 1960’s. We might take this look in the context of a question : 
Have we reached a turning of the tide in the Far East? 

Looking back to the early 1950’s, the picture was anything but 
promising. Following the conquest of the mainland by the Chinese 
Red Army, there were the devastating war years in Korea and on 
the Indochina peninsula where at one time it appeared that the 
Communist aggressors would greatly enlarge their area of control. 

The turbulence of those years was also marked by Communist ter- 


rorism and armed insurrection in such countries as Indonesia, Burma, 
Malaya, and the Philippines, 

Prospects for the Government of the Republic of China were pre- 
carious and, of course, Japan had not yet recovered its vitality and 
strength. These were the nin gee circumstances which faced 


the forerunners of the mutual security program. The atmosphere 
was one of crisis and the constant threat was direct and indirect 
aggression. 

Hence the emphasis of U.S. policy was on security, to be attained 
through the support of local forces, through the creation of a de- 
fensive base system backed by our mobile military power and through 
the negotiation of bilateral treaties of mutual security and the multi- 
lateral ANZUS and SEATO. These countermeasures followed 
rather than preceded the repeated aggression of the Communists on 
both the northern and scouthern flanks of Communist China and in 
the Taiwan Strait. 

We take satisfaction that there has been no further alienation of 
territory to the Communists, that Communist probes in 1958 in the 
Taiwan Strait and in 1959 in Laos were dampened down and that 
Communist terrorism in the countries of the area has been largely 
eliminated. Although the activities of Communist China in all 
border areas indicate that stabilization is inimical to its objectives, 
stabilization has nonetheless been substantially achieved. 

The checking of the floodtide of Communist territorial expansion 
was accompanied by important political and psychological changes in 
many countries of the area. At the outset of the decade, former 
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colonial peoples looked askance at the Western Powers whom they 
identified with their former exploitation and felt a certain affinity for 
the Communist powers whom they tended to identify with the cause 
of nationalism. 

In the last several years, however, the Chinese Communists, through 
various ill-judged acts, including their political and economic inter- 
ference in Japan, their belligerent action in the Taiwan Strait, their 
utter suppression of Tibet despite written guarantees, and their pres- 
sures upon India and Indonesia, have cast away the favorable image 
of themselves which the new countries of Asia had previously held. 

Increasingly the proper distinction is being drawn between the 
motivations of the free world and of the Communist world. None of 
these countries would now voluntarily accept Communist solutions. 

Since the Quemoy crisis, the governments and to an increasing ex- 
tent, people in the Far East have become aware of the relationshi 
between American policy toward Red China and their very survival. 
The presence of the United States, its readiness to meet its commit- 
ments and its demonstrated ability to do so promptly have helped 
to instill a new confidence. This has brought a degree of consolida- 
tion and progress which would have seemed foolishly optimistic in 
the early years of the decade. 

The mutual security program has been a vital instrument of policy 
during this decade of crisis and survival. At the close of the decade 
we may, I think, affirm that there has been a favorable turning of the 
tide in the free countries of the Far East, both from the standpoint 
of checking Communist expansion and from that of the psychology 
and attitudes of their peoples. 

These developments have, of course, implications for our future 
programs which must and will be considered. However, it is first 
necessary to consider whether within Red China and the other Com- 
munist-controlled areas there has also been or is in prospect a turn- 
ing of the tide in our favor. 

et us ask ourselves if there has been any alteration of Chinese 
Communist objectives or any mellowing of its methods. At Warsaw, 
in our ambassadorial talks, there has been consistent refusal to re- 
nounce the use of force in the Taiwan Strait. Over Peiping radio 
there come repeated demands for the United States to leave the west- 
ern Pacific. There also come repeated heated charges that we are 
seeking to create “two Chinas.” 

Repeatedly the Chinese Communists revert to tactics of bluster and 
threat as they did in January when the Japanese signed with us the 
new Treaty of Mutual Cooperation and Security. We may in the 
future expect tactical shifts from time to time, but any fundamental 
change in Communist strategy is unlikely. We should recognize that 
there has been no favorable turning of the tide in Communist Asia 
so far as intent, attitudes, or methods go and none is in prospect. 

Looking ahead it is also pertinent. to assess, first, the solidarity 
of the Sino-Soviet alliance in the light of their respective national 
interests and, second, the prospects for continued growth in the 
military and industrial power of the Red Chinese regime. 

On the first question, it seems evident that up to the present 
the forces making for continued solidarity, a common ideology, the 
shared goal of Communist world domination, and the advantage 
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which each partner derives from having a powerful ally at its rear 
are of overriding importance. 

Although Moscow speaks currently in terms of “peaceful coexist- 
ence” while Peiping talks in more bellicose accents, the Chinese 
Communists continue to recognize openly Soviet leadership of the 
Communist camp. They continue to derive new increments of mili- 
tary and industrial strength from massive Soviet assistance. How- 
ever, the frontier between Russia and China is not like our undefended 
border with Canada; the ancient great wall of China may one day 
have implications in the modern world which also has its barbarians. 

Recent tactical and doctrinal differences are in fact an interesting 
subject for discussion, particularly as projected toward the future. 
It would be imprudent, however, to plan on any assumption other 
than a continuance of the present solidarity of the Sino-Soviet axis. 

It is when one considers prospects for fur ther growth of Communist 
China’s power that the continuing importance of the mutual security 
program becomes yet more evident. 

A comparison of Communist China’s growth with that of the 
Soviet Union during their first two 5-year plans—1928-37 in the 
case of the Soviet Union and 1953-62 in the case of Communist 
China—is enlightening. 

Total Soviet industrial output in the decade of its first two 5-year 
plans increased by about 130 percent, while on best available esti- 
mates Chinese Communist output will have increased by 300 percent 
during a comparable period. Growth in Soviet steel production 
was fourfold to 17.7 million tons while the comparable increase in 
China is about eighteenfold to a projected 25 million tons by 1962. 

It seems clear that in the years ahead, in terms of overall economic 
growth and especially in heavy industry, Communist China could 
become one of the major powers. 

While many other factors enter into an estimate of national power, 
particularly in relation to capacity to wage modern war, the fore- 
going provides sufficient indication that the free Far East will con- 
tinue to live for an indefinite period in proximity to a menacing 
neighbor with a formidable growth potential. It would be prudent 
at the least to assume that the imbalance of power will, as in the 
1950’s, have to be redressed from outside the area. 

Now, the prospect outlined above is not necessarily one which 
will actually be realized over the decade. There is without doubt 
great weariness among the overworked and overstimulated masses 
of rural and urban China. 

There is discontent, there are dislocations of production and dis- 
tribution. Above all, agriculture lags behind even the regime’s 
revised figures. The food problem may well vex Communist leaders 
for as long as they retain power and, when one considers that the 
Red army is derived from the peasantry, the potential threat to the 
regime becomes evident. Here again, however, it would be folly to 
base policy on an assumption of collapse. 

Inasmuch as Chinese Communist leaders clearly anticipate success, 
it is not to be expected that they will soon desire to reach any form 
of accommodation or will see any need to modify, except momentarily, 
their harsh attitudes. 





MUTUAL SECURITY ACT OF 1960 503 


We must, instead, anticipate that the Chinese Communists will 
resort to force whenever it suits their purpose and that the threat 
of force—spoken or unspoken—will remain a major instrument of 
their policies. The rigid ideological conformity and discipline of 
the Peiping regime can result only in the maintenance of pressures 
and tensions and will inhibit it from seeking genuine compromise on 
international issues. 

During these past several years Chinese Communist leaders have 
amply demonstrated to us, to their neighbors, in fact to the whole 
world, their arrogant and aggressive attitudes. Whether in the War- 
saw talks or elsewhere, they confront us with only two alternatives 
of policy toward them. Either we must continue to do what is 
necessary to deter or defeat their aggression or we must make over- 
tures which would be regarded by them and by our allies as an 
indication of weakness or weariness. 

It has, I think, become clear to most of us that this latter alterna- 
tive would have the most grievous effects and would jeopardize all 
that has been gained in the free Far East in the 1950’s where, as I 
have said, we feel that there has been a turning of the tide. There 
has been no ebb in Communist China nor can we safely proceed on 
the assumption that there is one in prospect. 

From the foregoing, you will note that out of the experience of 
the 1950’s, we believe we are confronted with two somewhat con- 
trasting situations. The situation of the free countries has improved, 
our relations with them have generally become closer and more under- 
standing, and the outlook is promising. 

On the other hand, the situation with respect to Communist China 
is just as intractable as before and we must be prepared for the 
possibility of continuing and perhaps increasing challenge to us 
and to the free world countries of the area. 

At the heart of our task then is a continuing examination of the 
implications of both these situations for the future of the mutual 
security program. We endeavor to keep this continually in mind 
in our longer term consideration of MSP planning, which is more 
than ever required if we are to meet the challenge of the 1960’s 
successfully. 

Inasmuch as I am before you today to support the administration’s 
request for MSP authorizing legislation for fiscal year 1961 only, 
I will now devote the remainder of this statement to our current needs 
with but limited reference to longer term implications. A full ex- 
position of the details of the mutual security proposals by country 
will be found in the Far East regional book and the worldwide book, 
which have been prepared with great care to provide classified and 
nonclassified information, which we believe the committee requires. 

For the Far East, the total request is $1,231 million, of which 
$692 million is for military assistance and $539 million is for economic 
and technical assistance. Of the latter amount, $493 million is for 
defense support, predominantly for Korea, Vietnam, and Taiwan to 
maintain their defensive strength. 

For economic growth we are relying primarily upon the Develop- 
ment Loan Fund, which in 2 years has approved loans totaling $196 
million in the Far East. The DLF expects to approve a substantial 
number of loans in the area in fiscal year 1961. 
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More than half of the military assistance is directed to Korea and 
Taiwan to maintain and selectively modernize forces which are essen- 
tial to the forward defense str ategy of the United States. This selec- 
tive modernization is urgently needed and is overdue. 

In the face of demonstrated Chinese Communist aggressiveness, 
there continues to be a threat to survival in the Far East. Accord- 
ingly, there must in our opinion continue to be heavy emphasis on the 
military aid and defense support sectors. I will be prepared, along 
with my colleagues from the Department of Defense, to answer ques- 
tions as to the rationale for levels of local forces, both in the divided 
countries—Korea, China, and Vietnam—where large defense forces 
are clearly needed and in other countries where the utility and rela- 
tionship of local forces to overall needs is less apparent. 

At this point I would like to emphasize that the conventional 
forces of our friends and allies in the Far East provide an important 
measure of immediate deterrence to Communist probes. They are, 
moreover, necessary if we are to continue to have a capability for 
flexible, graduated response to Communist probes such as we have 
w itnessed these past 2 years. They provide a time cushion, not 
merely for the interval until mobile United States and other free 
world forces can be brought to bear, but for the effective use of 
diplomatic and psychological deterrents. In the absence of such a 
time cushion, the reaction to a Communist probe would be a choice 
between withdrawal and holocaust. 

But, with ready, trained conventional forces present, the means 
are available to make a graduated flexible response until the degree 
of risk becomes greater than the Communist aggressor is prepared 
to accept. We thus believe that the maintenance of these conven- 
tional forces is an important element in free world efforts to pre- 
serve its integrity and the general peace. 

In the execution of the 1 military assistance program in the current 
year, and in plans for fiscal 1961, stress has been given to decentrali- 
zation of decision- making authority to the country team and regional 
unified command. 

Another noteworthy development has occurred in the country of 
our largest MAP program, the Republic of Korea. A determined 
effort by the Korean Armed Forces has resulted in marked improve- 
ment in supply and logistic management. The planning and initial 
efforts to remedy weaknesses that were discussed with the committee 
last year, plus a dedicated effort by Korean and American service 
people, have resulted in standards of performance that approach 
our requirements. 

An important segment of aid to the three divided countries of the 
Far East is 1 , —56 percent of the global 
request—to help those countries carry the costs of their heavy military 
burdens. It is in these countries, with their former internal economic 
structures fragmented by demarcation lines, neutral zones, or the 
Taiwan Strait, that support on a grant basis seems unlikely to be 
wholly replaced by loans. Nonetheless, even in Korea, China, and 
Vietnam, every effort will be made to emphasize economic recon- 
struction concurrently with the provision of military assistance. 

We have long realized that mere survival is not enough for the free 
peoples of the Far East. They need to develop a vested interest 
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in their future. Social and economic progress, rising standards of 
living, plus mature and stable national institutions are all necessary 
if their aspirations are to be met and if the Communist forced-draft 
methods of production are to continue to be rejected. 

Governments and peoples must be enabled to make progress ade- 
quate to maintain faith in themselves and in a society with traditional 
cultural and human values. Particularly in the light of the efforts 
which these countries are making to insure survival, the United 
States should continue to give emphasis to the other major objective 
of the mutual security program, economic development. Such an 
emphasis should be related to the turning of the tide in the free 
countries of the Far East. 

In the 1950’s the character of our economic support programs 
was strongly influenced by a recurrent “crisis” atmosphere. Govern- 
ments were new and conditions were so insecure that there appeared 
to be constant danger that in someway or another communism might 
take over. 

Improvisation and what we have called crash programs could 
then be justified and they did, by and large, achieve results. 

Today, however, improvisation is less justifiable. Henceforth we 
can, I hope, relate our actions less and less to immaturity of national 
institutions and fear of imminent economic or political disaster and 
more to growing stability and the long haul of patient economic 
development. Our programs in the Far East, now bolstered by the 
new instrumentality, the Development Loan Fund, henceforth will 
be considered more and more in this light. 

There are certain situations where impact projects are still neces- 
sary to assist governments in convincing their peoples that free world 
aid, in distinction to available Sino-Soviet aid, is helping them and 
does produce results. 

By and large, however, I believe that we should increasingly pay 
attention to basic undertakings which will help governments, now 
fully alert to the dangers of communism, to make economic progress 
at a pace which will remain ahead of their people’s material expec- 
tations and will not tempt them to resort to revolutionary social 
changes. 

We should, of course, spare no effort to develop our programs 
in a Manner as responsive as possible to local psychology and needs. 
This requires unremitting effort on the part of our officials to under- 
stand the viewpoint of local leaders. 

The effort can be aided at times by institutional arrangements 
which give a true partnership flavor to our programs. Quite apart 
from concrete results of these programs in improving the well-being 
of Asian peoples there is a byproduct of incalculable value if they 
come to feel that we are truly interested, as I believe we are, in 
their aspirations and their success. They devoutly aspire to economic 
independence, as well as political independence, and it is our aim to 
help them in this regard. 

fo planning economic support, we should remember that there is 
a basic difference between our past efforts in Europe and our current 
efforts in the Far East. In Europe, the task was rehabilitation. 
In Asia, it is a task of creation. In Europe, we worked with mature, 
advanced nations in a well-integrated central region. In the Far 
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East, we are working in what is not truly a region at all and chiefly 
with new countries who have had everything to learn for themselves. 

Considerations such as these lead to a conviction that our aid 
concepts in the Far East in the period ahead require careful review. 
This process has already begun. One place where we are ready 
to agree to a new approach is Taiwan where the Republic of China 
has made such notable progress that, despite the inescapably heavy 
defense burden, new strides toward economic viability seem possible. 

On Taiwan, a sound economic foundation now exists and pro- 
vides a basis for major economic developement. The population 
is literate, energetic, and resourceful. A good transportation sys- 
tem and improving power supplies are available. The Government 
is especially aware of the need for an economic breakthrough both 
to maintain political stability and to demonstrate what can be 
achieved by free Chinese in contrast to the totalitarian mainland 
regime. 

The proposed economic aid program for fiscal year 1961 combines 
the use of defense support grants and DLF loans to help the Chinese 
Government put into effect the difficult economic decisions required 
to accelerate investment, while at the same time maintaining heavy 
military burdens. These decisions include close scrutiny of the mili- 
tary budget, adoption of noninflationary fiscal and credit policies, tax 
reforms to encourage investment and savings, uniform and realistic 
exchange rates, liberalized foreign exchange controls, and a reduction 
of governmental activities competing with private enterprise. 

This Chinese action will contribute significantly to the establish- 
ment of an investment climate attractive to domestic and foreign 
capital and will make possible greater growth than Taiwan has thus 
far achieved. As free China develops greater strength, it will be able 
to carry a larger share of costs both of its military establishment and 
its civilian economy. This will permit reductions in U.S. defense 
support aid. 

In another country, Japan, we are phasing out the limited, but 
valuable, programs of technical assistance which helped over the past 
6 years to add new dimensions to the growing ties between Japanese 
and American industrial, labor, and professional leaders. 

We ask this year only the amount required for an orderly termina- 
tion of this program in fiscal year 1961. However, I should like to 
note here that the past year has witnessed the negotiation of a new 
Treaty of Mutual Cooperation and Security which, when ratified by 
both countries, will be the tangible expression of a voluntary and 
longer term relationship between Japan and the United States. 

At the same time, military aid to Japan is becoming more selective 
and limited and includes cost-sharing and sales projects in the current 
year. Note should also be made of the fact that important Japanese 
assistance is being extended to countries of southeast Asia, both in the 
form of reparations and special assistance. We will, in the year 
ahead, lose no opportunity to encourage other countries and the United 
Nations, as well, in appropriate ways to add their assistance in 
increasing measure to that which comes from us. 

Finally, in closing, I should like to revert once again to the central 
preoccupation of all of these countries and of ourselves in the Far 
East—namely, the implacable Chinese Communist regime. Over re- 
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cent months we have seen in varying degrees in all the countries of 
the free Far East, apprehension lest steps, taken in our unremitting 
search for a decent peace, should be the precursor of some form of 
compromise with the Chinese Communists. 

Accordingly, in the Far East we will be concerned with assuring 
that the efforts being made to achieve a detente with the Soviet Union 
shall not unsettle and unbalance the Far Eastern region where in 
1960 the situation is so much more promising than appeared possible 
only a few years ago. 

It is our conviction that the maintenance of our effort and our 
basic posture and policies in the Far East is essential. Only thus 
can the countries there be assured that they can count on us in the 
face of Communist threats. Such confidence on the part of nations of 
the free Far East is a prerequisite to continued relative success in 
the 1960's for us and for them. 

In the years just ahead, we can be certain of one thing. The free 
countries of the Far East will depend for their survival upon the 
continuity of the U.S. policy. This means the continuation of eco- 
nomic and military aid to help them resist Communist attempts to 
encroach upon their freedom and frustrate their peaceful economic 
development. Our policy can continue to succeed if we persevere 
in our chosen course of action and make adequate provision for its 
support. In our view, the minimum adequate provision would be 
the sums which we are requesting for the Far East in fiscal year 1961. 

Chairman Morean. Thank you, Mr. Secretary. 

Mr. Secretary, on page 104 of the Far East book in the top 
paragraph, the last sentence reads [security deletion]. 

What compensating actions would it be possible to make so that 
[security deletion] forces? Admiral, could you answer that? 


STATEMENT OF REAR ADM. E. J. 0’ DONNELL, REGIONAL DIRECTOR, 
FAR EAST, OFFICE OF ASSISTANT SECRETARY OF DEFENSE, IN- 
TERNATIONAL SECURITY AFFAIRS 


Admiral O’Donnett. Yes, sir. 

[Security deletion. | 

Chairman Morean. Mr. Secretary, is there any reason to believe 
that there will be a basic revision of the foreign exchange rates in 
Korea at the beginning of the fiscal year 1961 

Mr. Parsons. I would like to say, Mr. Chairman, that this is a 
subject to which we expect to give very intensive consideration. We 
have already made it Snot to the Government of the Republic of 
Korea that we will expect to enter on this subject with them after 
the forthcoming election on March 15. 

As I think Under Secretary Dillon told you several days ago, we 
have insisted with the Korean Government that the terms of our 
exchange rate agreement with them is to be honored as of January 
20 this year. 

In that negotiation, which was somewhat difficult, I think we 
made quite clear that we are in earnest about this matter and that 
we cannot justify to you or to the American people without very 

ood reason on their side a situation in which we continue to receive 
ess than a rate commensurate with that received by private traders, 
and more in line with the true value of their currency. 
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Chairman Morean. Should we put as much money into economic 
assistance to Korea while the Korean Government is handicapped 
by this unrealistic exchange rate ? 

Mr. Parsons. This is one of the situations in which we are faced 
with a very deep-seated problem. 

The Korean people and their Government have faced a most difli- 
cult situation over the years, with their country divided, with the 
pressures bearing down on them. They have had to fight an ex- 
tremely costly and difficult war in which we shared the sacrifice with 
them. Their country was devastated. It has been partially restored 
now, but with the need to continue heavy military burden if a 
repetition of what we saw before is to be prevented, they do not have 
the opportunity to balance their economic accounts or their foreign 
exchange accounts. It seems to us that if they are to have an eco- 
nomic and social life which will make them continue to want to main- 
tain their stanch position in the world, we must continue to help 
them within our capabilities, even though the terms on which that 
help can be given are not always immediately the terms that we would 
like to see. 

Chairman Morean. Is there any hope that we are going to make 
any progress in establishing better trade relations between Korea 
and Japan ? 

Mr. Parsons. I would certainly hope that in the best interest of 
both Japan and Korea the two Governments would come to a realiza- 
tion that it is necessary for normal trade relations to be resumed. 

May I go off the record for a moment ? 

Chairman Morean. Off the record. 

( Discussion off the record.) 

Chairman Morean. Thank you Mr. Secretary. 

Mrs. Bolton. 

Mrs. Boiron. Your presentation was very vivid and to me very 
important. The fact that you are so openminded about the changes 
that we have moved into is also heartening and satisfying. 

I have just one or two questions. I found I knew nothing about 
the Warsaw talks. Could you tell us more of them or should I get 
that out of the book ? 

Mr. Parsons. I don’t think it is in the book, Mrs. Bolton. I would 
like to begin by saying you are much too modest about your know]- 
edge of these matters in the China area. I appreciate your remarks, 
too. 

We have continued to have talks at about 4- or 5-week intervals 
with the Chinese Communist Ambassador in Warsaw through the 
last year. We held, I think it was the 95th talk, late in February, 
and the next one is scheduled for late this month. 

In those talks we have continued to press for two things; the orig- 
inal agenda items. One is the release of the Americans who have 
been held hostage in China despite the commitment of the Chinese 
Communists on September 10, 1955, to release them at once and per- 
mit them to go home. The question is not: how to obtain the release of 
these people, but how to persuade the Chinese Communists to live 
up to their commitment to release them. 

I am sorry to say that despite every manner of approach which 
we have used, we see no prospect at the moment of an alteration in 
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the Chinese Communist attitude. They have released none of these 
people since December 1955. 

Mrs. Botton. How many are there? 

Mr. Parsons. There are four left of the original group. Their 
attitude is they will not release them until their terms have been 
completed. 

In addition to the four, there is a fifth who was arrested in 
October 1958, Bishop Walsh, a Maryknoll missionary who was work- 
ing in Shanghai a elected to remain there. 

Since October 1958 we have had no word of Bishop Walsh or the 
charges against him. We inquire regularly and the word always 
is “The matter is under investigation.” 

The other agenda item is renunciation of force in the Taiwan 
Strait. As you know, in every situation around the world we main- 
tain that a solution should be by peaceful means. We believe this, 
whether it is Kashmir or the Taiwan Strait or whatever the issue 
may be. We are consistently told and often in not very polite terms 
that the Chinese Communists will deal with this situation as they 
see fit. They accuse us of interfering in their internal affairs, and 
they say there is no problem between us other than the problem 
of the U.S. withdrawal from the western Pacific. We expect to 
continue these talks. We feel that it is incumbent upon us to make 
every effort to achieve these two objectives. 

Mrs. Botton. Thank you very much. 

Chairman Morean. Mr. Zablocki. 

Mr. Zastocxt. Thank you, Mr. Chairman. 

Mr. Secretary, it is good to see you. Your report was certainly 
interesting and stimulated thought. 

Mr. Parsons. Thank you. 

Mr. Zas.ocki. Page 83 of the “Far East Mutual Security” pres- 
entation book indicates that for fiscal 1961 the military assistance 
for Japan will be [security deletion]. Why do we have to give 
Japan more than [security deletion] in military assistance next year 
in view of Japan’s improved economic position ? 

Mr. Parsons. Mr. Chairman, I would like to ask, in the first 
instance, Admiral O’Donnell to give you an idea of what this item 
is for, and then I will supplement that. 

Admiral O’Donnett. Our fiscal 1961 program is Japan is a selec- 
tive one, Mr. Zablocki. Included is [security deletion} for expendi- 
ture in the United States for engines, technical assistance, and 
materials to enable the manufacture in Japan of an all-weather 
version of the F-104 aircraft, for which the Japanese are negotiating 
a —_ with Lockheed and which will be built by Shin-Nitsubishi 
in Japan. 

There are [security deletion] ordnance and electronic items for a 
destroyer that they are building. In every case our program here 
is to encourage them in their defense effort. They are increasing 
their own effort very much. They have increased their budget 
effectively this year by about $32.5 million and additionally they are 
taking on a burden of [security deletion] for this F-104 program. 

Much of this will be spent in this country with the Lockheed 
contractors and their subcontractors. 
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Mr. Parsons. I have a great deal of sympathy with your question 
and our effort is certainly to try to make it clear to our Japanese 
friends that we feel they are in a position to increase their defense 
effort. We have been saying this for some years now and given 
the improving situation of their economy, we would appreciate their 
going more and more to a direct purchase program. As a matter 
of fact, the trend has been in that direction. 

I would like. also to mention that although the Japanese do not 
point this out to us, it is a fact that over the years since 1952 they 
have provided about $1 billion worth of support costs to our ‘forces 
in Japan. That is over and above, of course, their own defense 
effort. That is a declining contribution at the present time as they 
build up their military establishment. But, nevertheless, there will 
be a continuing contribution of $17 million a year for facilities and 
areas which they rent or acquire for our use from private sources 
in Japan. So their effort is bigger than appears on the surface. 

I think there are, however, historical reasons why this trend toward 
greater purchases by them and away from our assistance through 
grant of military equipment has not been more accelerated. 

I would like to say just a sentence or two on that off the record 
in a moment. I would like to point out first that to the extent that 
the Japanese wish to get into these fields of highly modern military 
equipment, which they do need and which they are capable of using 
for their defense, we do tend to save money in the long run because 
they then have a capability to do these things in their own manu- 
facturing plants and their own economy, and the tendency is for 
them to do so. 

If I may go off the record. 

Chairman Morean. Off the record. 

(Discussion off the record.) 

Mr. Zastockt. Mr. Chairman, is it logical to conclude that in the 
future, requests for this program will be much less? 

Mr. Parsons. I would hesitate to predict on that. 

I would want to know what the thinking of our friends in the 
Pentagon is. The question of future requirements is always difficult, 
but the trend I would hope would be in that direction. 

Admiral O’Donnett. If I may speak to that, Mr. Zablocki. There 
are two things here, as I pointed out before. 

First, the pump-priming action which I have mentioned already 
is bringing favorable results. For example, last fall I inspected 

a Japanese destroyer which was being built at Uraga and I saw a 
pie piece of fire control gear which I recognized and I learned 
that the Japanese had alread started to manufacture this particular 
piece of American designed equipment. This is taking place in 
many fields of military equipment. 

[Security deletion }. 

Mr. Zastockt. I have one question on the economic program. 

Chairman Morean. Very short. 

Mr. Zastockt. The question will be short. 

There are repeated charges, Mr. Secretary, leveled against the ef- 
fectiveness in the administration of the nonmilitary aid programs 
in certain countries. For ee it is charged that recipient nations 
are saddled with programs beyond their ability to continue to main- 
tain on their own. 
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On page 14 you state, Mr. Secretary, “They devoutly aspire to 
economic independence as well as political independence, and it is 
our aim to help them in this regard.” How do you reconcile your 
statement with the charge that we are saddling countries with aid 
programs that they are unable to maintain or continue? 

Mr. Parsons. Well, I thought, Mr. Zablocki, that our programs in 
the area as a whole are cooperative programs and that we are trying 
to supplement their resources with our own availabilities of aid to 
enable them to generate further economic development themselves. 
Thus over a period of time the proportion of U.S. resources will 
decline and the proportion of their own contribution and their own 
increasing viability will be stepped up. 

Mr. Zasiocki. Mr. Secretary, I 5 they were cooperative pro- 
grams. But on page 13 you state, “There are certain situations 
where impact projects are still necessary to assist governments in 
convincing their peoples that free world aid, in distinction to avail- 
able Sino-Soviet aid, is helping them and does produce results.” 

Does not that statement imply that the United States is exercising 
insistence and imposing unwanted aid programs ? 

Mr. Parsons. Such was not my intent at all. I can assure you 
that we do not impose any aid programs on any of these countries 
in the Far East. There will no project unless wanted by a 
particular country. 

Chairman Morean. The gentlemen’s time has expired. Dr. Judd. 

Mr. Jupp. Thank you, Mr, Chairman. 

Mr. Secretary, 1 appreciate very much your review, I think one 
of the finest of the overall problems and prospects and the impor- 
tance to ourselves of developments in the Far East that our com- 
mittee has ever had. I want to compliment the Department also 
on moving in the direction, belately from my point of view, of 
greater decentralization and building on the strengths, so to speak, 
as they develop in those areas, rather than concentrating on the 
weaknesses as we had to do in the beginning. 

In all movements it is perhaps human not to shift as rapidly 
as events would justify. 

I wish you could get our Government to do more of that list of 
things on page 16 that you are going to get the Chinese Govern- 
ment on Taiwan to do: 

Avoidance of general increase in the size of the military budget. 

A noninflationary fiscal and credit policy. 

Tax reforms which provide positive incentives to investment and savings. 

We don’t need the next one. And “a reduction of governmental 
activities competing with private enterprise.” 

Mr. Fascetx. All you need is a dictator and a foreign aid program, 
Dr. Judd. 

Mr. Jupp. Because Members of Congress wrestle with these prob- 
lems in our own Government, perhaps we should be a little more sym- 
pathetic with other countries that are much weaker than we, in their 
wrestling with these problems. 

Mr. Secretary, how many Koreans were repatriated from Japan 
to North Korea out of the four or five hundred thousand that were 
supposed to be in Japan ? 
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Mr. Parsons. Up to the present time, Dr. Judd, less than 11,000. 
The program is continuing. I couldn’t predict what the total number 
might be. 

Mr. Jupp. Isn’t that a place where the Korean Government’s attitude 
perhaps helped to defeat its own interest? It was a great victory for 
it that so few elected to go to North Korea and the Korean Govern- 
ment might well have taken advantage of that victory instead of de- 
nouncing Japan and us and everybody else for allowing even that 
handful to go to North Korea. 

Mr. Parsons. We would wish that they would recognize this as a 
victory; on the contrary, they feel it very deeply and bitterly. We 
have sought to point out to them if there could be an opportunity for 
Koreans to go to South Korea on terms acceptable to the Government 
of Korea, that might produce even a greater victory because a larger 
number might well go to the Republic of Korea. 

Mr. Jupp. What is the major objection to taking those Koreans into 
South Korea? Are they feared to be pro-Japanese, Communist agents, 
or what? 

Mr. Parsons. The difficulty is to negotiate the terms upon which 
the Republic of Korea would accept them. The Republic of Korea, 
and not without reason, particularly when you consider the history, 
has wanted to associate this question with the other pending issues 
with Japan. Korea was very harshly used by Japan in the old days. 
They feel that they are entitled to have certain art objects returned. 
They feel they are due certain reparations from the Japanese in other 
fields. They feel that to accept these people back it should be on terms 
that indicate responsiveness by the Japanese to their problems, to 
these issues that come from the past. May I say off the record— 

(Discussion off the record. ) 

Mr. Jupp. I would like to know how much aid is going to offshore 
procurement in Japan. We were giving money to build trucks in 
the Far East, but which were not going to compete with American- 
manufactured trucks. That is an element of aid that I couldn't 
find in the book that must, I suppose, be rightly considered part of 
our aid to Japan although we aren’t doing it primarily to help 
Japan 

dmiral O’Donnetu. The program for the procurement of vehicles 
in Js pan is in this book as an item under “Regional and Undistrib- 
uted.” We propose to purchase in fiscal year 1961 in Japan for 
distribution to the Far East countries receiving military assistance 
[security deletion] general and special purpose vehicles at a cost of 
[security deletion ]. 

Chairman Morean. Mr. Pilcher. 

Mr. Bent ey. It is 200. 

Mr. Prvcuer. Mr. Secretary, why is it not possible to get a better 
estimate of the cost of some of these projects than we get? 

For instance, you take a highway program in Vietnam. Congress 
was told that would cost $1714 million. You people admit that it 
will cost $82 million by 1962, or you take the urea plant in Korea. 
It was estimated to cost $1914 million. It has gone to $50 million. 
One in Taiwan; from $17 million to $32 million. Take this Shihmen 
Dam—whatever you call it—this big dam in Taiwan. I am not 
saying I am against the dam. It is not a good thing, but we put 
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about $8 million defense support in that, and Development Loan 
Fund has let them have $2114 million. They say to complete it—a 
dam that has 1,260,000 cubic yards of concrete, 512 feet high, that 
has 18 miles of concrete and steel tunnels at the top of it, and three 
40,000 kilovolt-ampere turbines to boot—why, any layman knows that 
dam is going to cost $150 or $200 million. 

We just completed one in my district with 30,000 KVA with locks 
and it cost $56 million. We all know that you can’t build a dam 
of that proportion in Taiwan for $30 million. 

Mr. Parsons. May I ask Mr. Roseman to answer that question? 


STATEMENT OF ALVIN ROSEMAN, REGIONAL DIRECTOR, FAR EAST 
OPERATIONS, ICA 


Mr. Roseman. Mr. Pilcher, I would frankly say that some of these 
earlier projects that you have mentioned were based upon inadequate 
engineering studies. 

Mr. Piucuer. That is what I am getting at now. Why are all of 
them inadequate? Why do so many studies have to be made? 

Mr. Roseman. We now have under section 517 of this act a provi- 
sion which this committee put into the law, a requirement that we 
undertake no major projects without complete financial and engineer- 
ing studies. 

I should say also with respect to this program for 1961 that there 
are no new major capital projects proposed. Any projects of this 
nature will be handled by the Development Loan Fund. 

With respect to one or two of these specific situations, if I may 
reply, on the Shihmen Dam, sir, that project has been studied since 
1924, if I recall, by a whole series of engineers first employed by 
the Chinese, the Japanese, and more recently, under our relationships 
with the Chinese, by two American engineering firms. 

You are quite correct, sir, that the $21 million from the Develop- 
ment Loan Fund and the $8 million which we originally put in from 
defense support will not be sufficient to complete this dam. These 
are only the estimated dollar costs. The great bulk of the cost of 
the dam of this sort is, of course, the local labor and in the case of 
Taiwan 

Mr. Pitcuer. Right there, local labor. That goes back to your 
road program in Vietnam. There is not much local labor in a big 
dam Fike that—Japan is building these farm-to-market roads using 
local labor, but on this huge highway project in Vietnam, there are 
not 50 men. It is all heavy machinery. You don’t build concrete 
dams of this proportion with local labor. It doesn’t require much 
local labor. 

Mr. Roseman. It is not only labor, but local currency can also be 
used for a substantial amount of material. The generators and 
heavy electrical equipment and much of the steel must come from 
outside. The Chinese are able to supply items like cement and other 
materials that go into the dam. We have an agreement with the 
Chinese that the $21 million to be provided by DLF and the $8 
million which we have already provided from defense support. will 
be the total American contribution. 

51905—60—pt. 3-7 
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Mr. Pitcuer. We are not going to have to put any more in that 
dam. 

Mr. Roseman. We have an agreement with the Chinese that they 
will meet all the local costs and any additional dollar costs which 
come up that are not provided for in this $21 million 

Mr. acai, We have given the extra help otherwise. If they 
have to do this, we have to keep their economy going; then we help 
them in some other way. 

Mr. Roseman: That is not our intention. I cannot swear that 
costs will not increase on a major project of this sort, with the best 
engineering in the world 

Mr. Piccuer. One more short question, Mr. Secretary. Is there any 
effort to stop the multiplicity of projects? For instance, in Korea. 
Multiplicity of agriculture projects and a multiplicity of research 
projects, instead of a few worthwhile projects, as Dr. Judd has tried 
to emphasize time and again, instead of so many different projects. 

Aren’t we overdoing research? Research on every subject in the 
world from teaching the Japanese industrial know-how, teaching 
the Israelis business know-how; that is in the record. There are 
some of us who are for this program, but it is these huge projects 
where there is so much waste and extravagance that we want to get 
the people down there to change. 

Mr. Roseman. If I may answer, sir; in the first place, in countries 
like Korea we inherited a great many projects from predecessor 
agencies. We find ourselves in this dilemma: If we concentrate on 
a few major projects, we don’t do many of the things that are neces- 
sary to have the impact on the small people. As far as I know, there 
are no projects that are pure research. There are projects, for ex- 
ample, which attempt to find better crops. There are projects in which 
people are examining: 

Mr. Pivcuer. Right there. I think we have one of the best men 
we have around the world in Korea now, Dr. Moyer. When we met 
with the group out there that night—they have 30 or 40 different 
agricultural programs in Korea—there wasn’t a man connected with 
our agency who could tell us the type of grass, type of cattle, they 
couldn’t tell us the type of vegetables being grown on the way to 
the airport the next day. 

That is what we run up against when we go around. 

Mr. Roseman. Frankly, I can’t reply to that. because I don’t know 
the specific individuals. We recruit our agricultural people for the 
most part from the State extension services. I would assume they 
know their business. Most of them do. 

Chairman Morean. The gentleman’s time has expired. 

Mr. Jackson. 

Mr. Jackson. I have no questions. I was impressed by your state- 
ment, Mr. Secretary. 

Chairman Morean. Mr. Fascell. 

Mr. Fascett. Mr. Secretary, on page 10 you say there in the second 
paragraph: 

* * * if we are to continue to have a capability for flexible, graduated response 
to Communist probes such as we have witnessed these past 2 years. 
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Is that a military policy which is related purely to the mutual 
security program, or is that one which is integrated in our total 
national defense policy ? 

Mr. Parsons. I would not relate this solely to our mutual security 
program, sir. 

I think the experience of Taiwan Strait in 1958 indicates the value 
of a conventional capability, when that all-out artillery bombardment 
started. No one was quite sure how this crisis was going to develop. 
We might have been faced with a situation where the alternative 
would have been to give way to whatever the Chinese Communists 
had in mind or to answer it with an all-out response. 

Mr. Fascett. Am I to understand that the military assistance 
program under the mutual security program is supplemental to our 
national defense policy which incorporates a flexible conventional 
force? 

Mr. Parsons. I want to be sure that I don’t enter into the field 
of domestic national defense policy and the very difficult decisions 
that are made as regards 

Mr. Fascetn. Let's relate it 

Mr. Parsons. Conventional or modern capability. That is not my 
field, or business. 

Mr. Fascetu. Then we will relate it strictly to your own statement 
which is, as far as military assistance is concerned under the mutual 
security program, it envisions a conventional force flexible to meet 
graduated response to communistic probes. 

Mr. Parsons. I would say to that that the record shows that the 
major Communist. powers have not wanted to launch all-out. war. 
Therefore, the tendency is to resort to limited probes or to ambiguous 
types of aggression which require a variety of responses. 

Mr. Fasceiu. Therefore, sir, should I look askance to any marked 
modernization program in mutual security if it relates itself purely 
to an atomic capability ¢ 

Mr. Parsons. No, sir, I am not intending to recommend that at 
all. It seems to me again I am getting pretty far into a military 
rather than a political “field. It seems to me you need to be able to 
meet all types of situations and that you need a variety of capabili- 
ties. That goes for our allies too, having consideration also for the 
varying degree of advancement in tec hnology j 

I see Admiral O’Donnell wants to say a word. 

Mr. Fascetu. I was curious as to the basis of your policy statement. 
IT am not disagreeing. 

On page 12 where we talk about the change from the crisis and 
crash program to a relatively more stable period of time, and mature 
and stable national institutions and so forth, I suppose we would 
have to except Indonesia from that, would we not ? 

Mr. Parsons. I would be willing to admit there are variations in 
the degree of stability that has been ‘achieved. 

Mr. Fascett. It is relative. 

Mr. Parsons. Yes. I am not intending to be dogmatic about this. 
I think even in the case of the country “that you mentioned, sir, if 
you go back a few years there was a very considerable degree of 
unrest. and disorder and disunity in the country. I think the Indo- 
nesians can point with a good deal of pride to the progress they 
have made in certain fields since those early days. 
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[Security deletion. ] 

Mr. Fascett. On page 15 you said, Mr. Secretary: 

Considerations such as these lead to a conviction that our aid concepts in 
the Far East in the period ahead require careful review. 

And we are talking about the difference between Europe and Asia 
and Asia’s economic creation. 

This process has already begun. I am a little bit—I am trying 
to reconcile that statement. 

The fact is that we have known all along that we didn’t have the 
same situation in Asia. This is nothing new. Therefore, the pred- 

cate stated. cannot be the basis for new planning. 

Mr. Parsons. I am sorry if I repeated the obvious, sir. 

Mr. Fascett. You say one place we are ready to agree to a new 
approach is Taiwan. This is interesting tome. "We recognize, there- 
fore, that this did exist, but we are now past the period | of creation 
is the w ay I interpret your remarks. 

Mr. Parsons. I am afraid you have lost me in the text. I didn’t 
realize 

Mr. Fascetx. The first paragraph on page 15. 

Mr. Parsons. I didn’t realize I connected the Taiwan approach 
directly with the case for creation versus rehabilitation. I would say 
that. the degree of creation that the Government of the Republic of 
China has accomplished with our help over these years has made pos- 
sible a further step toward viability. 

This is still the work of creation. 

Mr. Fscetz. I was just interested in a new approach as far as 
Taiwan is concerned. It leads to the next logical question which 
is, are there any other places? 

Mr. Parsons. Will you answer that? 

Mr. Roseman. If I may answer that, sir, certainly the same prin- 
ciples are applicable to any country that makes the effort that the 
Chinese have demonstrated that they are willing to make. 

At the moment and for fiscal year 1961 

Mr. Fascetit. What pr inciple are we applying ? 

Mr. Roseman. Basically, sir, it is the principle that we will try 
to work out a longer range plan with these countries, taking advan- 
tage, for example, of the so-called Mansfield amendment and lay 
out with these countries a program which looks forward to increasing 
their own investment and to our assisting them to accelerate that 
investment, so as to decrease their need for U.S. grant economic aid 
in the future. 

With a specific reference to other countries, there are several 
countries of the Far East that we believe are not yet up to the 
point of development of Taiwan. They are not ready yet. 

Mr. Fascett. I find that hard to reconcile because the assistance 
{security deletion] for the fiscal year 1961 over the last fiscal year. 

Mr. Roseman. In China? 

Mr. Fascetu. Yes, sir. 

Mr. Roseman. Yes, sir, because we feel when you get an acceleration 
of investment in a country, when private business—I am speaking 
primarily now of Chinese private business—is willing to invest in- 
creasing amounts of local money because they have confidence in their 
Government, because they see that Government taking actions that 
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will free up the economy, which will permit the hundreds and perhaps 
thousands of private entrepreneurs in China to increase their invest- 
ment, that acceleration will increase the demand for imports. 

The Chinese businessmen are willing to put up their local currency 
to buy these imports, but it is necessary for their Government to have 
additional foreign exchange to finance the imports. 

Mr. Fascett. I am not sure I understand all that. The Secretary 
said this will permit a reduction in defense support aid [security 
deletion |. . 

Mr. Roseman. We think that in a period of years—Mr. Dillon 
said, a few days ago, within 5 to 10 years—we may be able to put free 
China on the road to self-support without sacrificing any of the mili- 
tary strength. 

Chairman Morean. Mrs. Church. 

Mrs. Cuurcu. Mr. Secretary, I want to congratulate you and the 
committee upon your statement. 

Mr. Parsons. Thank you very much. 

Mrs. Cuurcu. In recent days I have become increasingly fearful— 
and I have asked a question about the source of my fear once or twice 
during the hearings—that political decisions might be affecting our 
military stance and therefore our ultimate position in the world. 

I have a distinct feeling that it is as necessary to preserve a world 
respect for this country as it is even to acquire arms or to use them 
effectively. 

My primary concern is about Korea, and also about the possible 
results from our new treaty with Japan. I would like, even if it 
is necessary to go off the record, to center my two questions on these 
two countries. 

If you talk informally with responsible people in Korea, you are 
apt to find a sudden breakdown—lI won't say of caution; maybe of 
diplomacy—in which there is intimation of a substantial feeling of 
unrest beneath the surface, as regards the number of our own troops, 
as regards the equipment of those troops, as particularly regards our 
future position in that country under possible future conditions of 
political instability. 

By the same token in Japan I found on a recent trip far more 
unrest concerning the ultimate effects of the new treaty, and our 
subsequent military position than has ever been intimated in this 
country. 

I wonder if you, Mr. Secretary, could outline for us what you think 
might happen if a vacuum developed in Korea through the death of 
the President and the Vice President. 

And also, what do you think might happen in Japan if the Diet, for 
instance, refused to consider the treaty or correlatively if they accepted 
the treaty, but a situation arose in which we had to ask for their per- 
mission to take certain military steps and did not get such permission ? 

Would you rather go off the record to answer those questions ? 

Mr. Parsons. If you don’t mind, I think I would rather. 

( Discussion off the record. ) 

Mr. Parsons. Should the Japanese treaty fail of ratification, the 
old treaty, the existing treaty would continue to be in effect. We 
would have to examine the situation from that point of view. 

On Korea, may I say that we did indeed, in negotiations with 
Finance Minister, Song In Sang, obtain an exchange rate agreement 
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responsive to our earlier agreement. The exchange rate is now 650) 
to 1 across the board. The Finance Minister negotiated very hard 
as a patriotic Korean but it was in dealing with him that we again 
achieved great respect for him and his position, which was stanchly 
maintained. 

Chairman Morean. Mr. ane 

Mr. Farssrern. Unfortunately, I didn’t hear the greater portion of 
your earlier statement. I don’t know whether or not you referred to 
the situation presently existing insofar as the knowledge of the Depart- 
ment goes of China vis-a-vis Russia. Do you care to state it on or off 
the record ? 

We have heard a good deal lately about something in the nature of 
a “schism,” if you want to call it that. Perhaps that is too strong a 
word. 

Mr. Parsons. Mr. Farbstein, I said in my prepared statement we 
have had to assume a solidarity in this alliance over the period ahead. 
It seems to us the basic factors in the situation are, first of all, a common 
ideology. 

Mr. Faresrern. Is that already in the record? If it is, there is no 
point repeating it because I can read the record. 

Mr. Parsons. This has not been discussed ; no, sir. 

The common ideology, the common motivation to achieve world 
Communist domination, and the great advantage which each major 
partner gets by having at the other end of the line a strong partner 
who protects his rear, so to speak. 

I think one could say thet the Soviet Union gets greater freedom 
of action by reason of the fact that Communist China exists. Then 
in the case of Communist China you have the fact that the modern 
industrial base which is being created and the modern military forces 
are important because of the Russian contribution. This is not to 
say that the Chinese Communists have not worked hard; they have. 
They have worked incredibly hard, but without this massive Soviet 
assistance to the armed forces and the heavy industry too, you wouldn’t 
see the threat from Communist China that exists today. 

I think these major elements make for a continued practical, firm 
alliance between the two. 

On the other hand, over the longer period ahead there are some 
interesting things to watch for. We have seen a couple of surprising 
little developments to date. 

For instance, when the Chinese came down into Indian territory 
at the close of their extermination of the Tibetan national personality, 
if you want to put it that way, the Russians didn’t take sides. Tass 
came out with a statement in which it referred to India and China 
almost as though the Russians were neutral between the two. I can’t 
recall any previous time when the Russians have ever referred to a 
major Communist—to any Communist nation in terms that equated 
them with some other nation, even a neutral nation like India. 

When the Chinese Communists celebrated the 10th anniversary 
of their conquest of the mainland last October, there was a sharp 
difference in the kinds of statements made by Suslov and _ later 
Khrushchev when he went there after his visit here. The Soviet 
representative said something about how he didn’t think the way to 
overthrow the capitalist countries of the world was by all-out war- 
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fare, but he said, of course, just wars are all right, meaning that 
they should feel free to use force in the ‘Taiwan Strait, 1 presume. 

On the other hand, the statements by the Chinese Communists were 
much tougher, very much tougher and more bellicose. We saw that 
pattern repeated in relation to President Eisenhower’s trip to south 
Asia and the countries in between, last December. 

The Chinese Communists’ line was extremely harsh and insulting 
toward our President. The Russian line was much more muted. 

The national interest of these two major countries doesn’t neces- 
sarily lie all along the line in exact parallel to each other’s actions, 
although the ideological interest does. 

I wonder, for instance, whether Mr. Khrushchev’s visit to India 
and Burma and to Indonesia just the other day really was very 
welcome to Peiping. Mr. Khrushchev didn’t speak up for his great 
Chinese Communist ally at any point. I can’t remember that there 
was any public reference to Communist China. It was almost as 
though he wished to remain silent about the Communist Chinese. 

| Security deletion.| You remember the Chinese Communist Em- 
bassy tried to push the Indonesians around with regard to the minority 
in Indonesia. 

At the same time, Mr. Khrushchev’s feeling about his Chinese 
Communist ally could hardly have been made any warmer by the 
evidence that he received that they weren’t too popular i in southeast 

Asia and that some of the lack of warmth in the reception given him, 
as compared with his earlier visit to some of their countries in 1955, 
may have been due to the fact that the Chinese Communists had been 
behaving badly as regards the Indians and Indonesians. 

Mr. Khrushchev had a number of dis: appointments on this trip. 
[Security deletion. | 

There were a number of little things that indicated that he received 
a cooler reception than he had anticipated. 

One of the causes may well have been the behavior of his Chinese 
Communist ally. I would say there are many elements to watch 
for over the years ahead, signs as to how well they are getting along. 
It seems to me Mr. Khrushchev and the Soviet Government cannot 
altogether escape responsibility for the acts of his Chinese Communist 
ally who acknowledges the supremacy of Moscow as leader of the 
Communist “amp. 

He has been speaking of detente and peace in the world and univer- 
sal disarmament, while over in Peiping you get harsh talk of resort 
to force and war and the United States must get out of the western 
Pacific and all that sort of thing. There are elements of discord, 
but I think we would be foolish to base our thoughts on any break 
between the two. 

I think it is interesting to note and important always to remember 
that these two allies are out of phase so far as their Communist 
revolution is concerned. Mr. Khrushchev is the third generation. 
There was Lenin, Stalin, and now Khrushchev. The C hinese Com- 
munists are in the first phase of their revolution and a very rough 
phase it is, too. 


Chairman Morean. The gentleman’s time has expired. 
Mr, Adair. 
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Mr. Apatr. Mr. Parsons, from your statement I gather that it is 
still your definite feeling that it would be terrifically bad even to 
consider our giving diplomatic recognition to Red China. 

Mr. Parsons. Yes, sir, I do. I feel very strongly on this point. 

I am not at all sure that Red China wants to be recognized by 
us, except on terms which none of us would accept; namely, the 
abandonment of an ally and a complete elimination of our position 
in the western Pacific. 

I think also that I feel, if anything, more strongly about this 
at the present moment than I did when I came back here to be Mr. 
Robertson’s deputy a couple of years ago. 

In the interim we have seen the attack on the Taiwan Strait. 
We have seen the interference in Japan’s electoral campaign, cut- 
ting off all trade overnight as a means of influencing the election. 
Actually the results boomeranged. We have seen the behavior on 
the Indian border to which I just alluded. Interference in Indo- 
nesia, and the creation of the communes and the Tibetan business. 
We have had ample evidence in the last 2 years that the Chinese 
Communists have entered into a more menacing and arrogant and 
intransigent phase than before. 

I would like to call to the attention of this committee the very 
latest expression that I know of of Chinese Communist attitudes 
toward the United States. 

It so happened that I made a speech in Mr. Zablocki’s hometown 
a little while ago on the question of China policy. The Chinese 
Communists’ reaction was very interesting. 

In the People’s Daily on March 4 one of the things they had to 
say, and I quote, was: 


Not only the Chinese people, but also the Korean, Vietnamese, Japanese, 
and Philippine people, as well as those people in Asia who have suffered 
from U.S. aggression, including the people in South Korea and south Vietnam, 
have shouted “U.S. imperialism, get out of the west Pacific.” The west Pa- 
cific belongs to the people of the region. No matter what reasons the U.S. 
aggressors use to justify their action, they will absolutely not be able to 
hold their ground and will sooner or later be kicked out. 

I might point out that one of the things which I was at pains 
to explain to my audience in this speech was that the administra- 
tion’s position was against the so-called two Chinas policy which 
had been advocated by various respected figures and also in reports 
which have been written. 

Notwithstanding the fact that my speech gave the reasons why 
we thought the “two Chinas” policy was an impractical one and was 
not our policy, here is what the People’s Daily had to say on that: 

The Chinese people will under no circumstances tolerate and will resolutely 
oppose the “two Chinas” scheme in whatever form and on whatever occa- 


sion whether it be the “two Chinas” scheme which Parsons opposed or the 
one in which he himself had actually been promoting. 


This last sentence, of course, indicates that all through their com- 
mentary which ran to very considerable length there is rather complete 
falsification of history and of the record of our position and every- 
thing else. 

These are among the reasons why I feel that this is not the time 


to lend any credence to the thought that we are about to recognize 
Communist China. 
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Mr. Aparr. I am delighted to hear you speak so strongly and forth- 
rightly to that point, and certainly share your views upon that. 

“My ‘other question is, we have heard a great deal about this matter 
of pilferage in Korea. Would either you or the admiral address 
yourssives to that? Is there any correction or diminution of that 
now ¢ 

Admiral O’Donneuu. Yes, sir. There has been a very vigorous 
effort in Korea to correct. these abuses which have been talked about 
a great deal in the past. 

General Magruder took a calculated risk during this last year to 
divert—really “part of his operational function, into correcting these 
matters of supply, management and logistic management and one of 
the outstanding examples of this was in the pilferage and diversion. 

We have just had a very comprehensive report from General 
Magruder. Perhaps if you would like, I will read the language of 
the report. 


Diversion—Army: Records were adequate to detect diversion of the physical 
security, in the form of fences and guards, was adequate. 

Navy: The possibility of diversion of POL that was emphasized by the 
second MAP logistic inspection was thoroughly investigated on all ships and at 
check points ashore. There was no evidence of diversion afloat. A definite 
control by project numbers is exercised by the public works adviser over all con- 
struction materials. All storage areas have adequate security. 


There has been a very significant effort [security deletion]. In 
addition I have here the text of a message from Mr. Lippman, Far 
East Branch, GAO, to Mr. Newman, GAO, Washington, D.C., which 
has just been dispatched to us. We received it by cable yesterday 
from General Magruder and this is what Mr. Lippman of GAO said: 


Two specific actions, (1) a program of marking and identifying ROK 
Army equipment and (2) a program of confiscation and recovery of diverted 
material operated through provost marshal channels. 

Marking program covering equipment susceptible of pilferage and diversion. 
Initiated September 1959. Each ROK technical service started marking items 
within their capability with facilities on hand, commencing with uniforms, 
tires, and medical supplies. ROK Deputy Chief of Staff for Logistics sub- 
sequently approved list of 762 items to be marked. 

Equipment will be marked, if possible, at depots. Equipment items which 
are shipped in large packs and cannot be readily marked at depots will be 
marked at issue points or units. It is anticipated marking of equipment 
on hand will be completed July 1960. 


Loss and recovery 


As an indication of decrease in loss of military supplies, ROK Army, in 
recent successive 3-month period, reported losses were reduced 60 percent 
and recovery rate increased from 50 to 80 percent. Actual loss was decreased 
87 percent. Expressed in hwan (millions) : 


i 


Lost Recovered 


ois 2 ina Pe z " ce 


| Oct. 18 15, 1959 | Jan. 15, 1960 | Oct. 15, 1959 | Jan. 15, 1960 


Ordnance 
uartermaster - - - --- 
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Signal 


General Song, Chief of Staff, ROK Army, continues to push vigorously pro- 
gram to raise level of integrity in ROK Army. He has been somewhat ruthless 
in removal of officers involved in cases of diversion or theft. Effectiveness 
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of this program is indicated by fact that 551 officers were removed as result of 
court-martial action and 666 by board actions. In addition, 174 officers were 
dismissed without such action. A total of almost 1,400 officers have been re- 
moved by court-martial, board actions, or dismissals. 

Other improvements in stock management 


Recordkeeping by U.S. personnel.—U.S. advisory personnel are now keeping 
records on receipts of supplies into Korea, and correlating these receipts with 
requisitions. In addition, monthly check on validity all current requisitions 
is conducted. All requisitions from fiscal years 1956 and 1957 programs have 
either been canceled or a firm commitment as to their validity established with 
a stateside supply agency. Prior requisitioning supplies. 

Mr. Adair, we are really seeing daylight in this matter. This is not 
only true of diversion, but in that whole. gamut of things in supply and 
logistics in which we were weak. 

‘Chairman Morgan. Mr. McDowell. 

Mr. McDowe.ti. Mr. Chairman. 

Mr. Secretary, on page 95 under “Korea” in the green book, you 
open up there by saying [security deletion |. 

Could you tell us either on or off the record what steps have been 

taken in the last 7 years to bring about some situation other than this 
armistice agreement ? 

Mr. Parsons. In the terms of the armistice—in the truce that was 
reached in 1953 it was agreed that there would be a conference in order 
to reach a peace settlement in Korea. My recollection, although I 

was not around here at that time, was that we worked for the better 
part of 9 months or so to try to bring these people to the conference 
table. 

We finally did so in Geneva. The conference dragged on for a 
period of some 6 weeks. My pr edecessor, Mr. Robertson, was hits 
at the time. It was completely frustrated by the intransigent position 
of the other side. 

Since that date I am not aware of any formal efforts nor of any 
promising opportunity to bring about a peace settlement in that area, 
sir. 

Since this relates to a period when I was not in Washington or deal- 
ing with anything relating to Korean affairs, I would be pleased if 
you would permit me to submit a brief resume for the record at a later 
date. 

(The following statement has been submitted for inclusion in the 
record at this point :) 


Unitep States Atrempts To BRING ABOUT THE PEACEFUL REUNIFICATION 
OF KOREA 


Article 4 of Korean Armistice Agreement of July 27, 1953, provided that 
within 3 months after the agreement was signed and became effective a political 
conference would be held by high level representatives from both sides to settle 
through negotiation the peaceful settlement of the Korean question. 

To discuss the arrangements for the Korean Peace Conference with repre- 
sentatives of the Chinese Communists and Communist North Korea, which 
were the two Communist regimes adhering to the armistice agreement, the 
United States, acting on the behalf of the Republic of Korea and the United 
Nations members participating in the Korean action, sent Ambassador Arthur 
H. Dean to Panmunjom in October 1953. The Communists, instead of seriously 
negotiating for the conference, directed constant vituperation, week after week, 
at the American negotiator while insisting on unacceptable arrangements for 
the conference which would depart from terms of the armistice agreement. 
Although the armistice agreement had called for a conference of “both sides”, 
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the Communists now demanded that the Soviet Union be included as a 
neutral participant. 

In early December, after the Communists had charged American perfidy in 
connection with the armistice agreement, Ambassador Dean left Korea and 
his deputy, Kenneth T. Young, Jr., took charge of the U.S. delegation which 
remained in Panmunjom in the event that the Communists should moderate 
their position and permit resumption of the talks on a constructive and rea- 
sonable basis. This the North Korean and Chinese Communist negotiators 
failed to do. The Soviet Union, however, later apparently reversed the position 
taken by the Communists at Panmunjom, for on February 18, 1954, during the 
Berlin Conference on German and Austrian problems, the Foreign Ministers 
of the United States, United Kingdom, France and Soviet Union reached an 
agreement on calling a conference to be held at Geneva the following April to 
consider reaching a peaceful settlement of the Korean question. It was further 
agreed that the conference should include representatives of the United States, 
France, United Kingdom, U.S.S.R., the Chinese Communists, Republic of Korea, 
the North Korean regime and the other countries whose armed forces had par- 
ticipated in the Korean hostilities (these included, besides the United States, 
United Kingdom, and France, Australia, Belgium, Canada, Colombia, Ethiopia, 
Greece, Luxembourg, Netherlands, New Zealand, Philippines, Thailand, Turkey, 
and Union of South Africa) and desired to attend the conference. All except the 
Union of South Africa attended. 

The conference convened as scheduled and discussed the Korean question 
for 2 months without making any progress toward an agreement. By then 
it was perfectly clear that the Communists remained unwilling to abandon 
the inflexible position that had frustrated United States and United Nations 
efforts to unify Korea since 1945. The allied delegations took the position 
that two principles were fundamental to an agreement on unification and 
independence of Korea. These two principles, as stated in the final declaration 
issued on June 15 by the states participating in the conference on behalf of 
the United Nations, were: “(1) The United Nations under its charter is fully 
and rightfully empowered to take collective action to repel aggression, to 
restore peace and security, and to extend its good offices to securing a 
peaceful settlement in Korea, and (2) in order to establish a unified, independent, 
and democratic Korea, genuinely free elections should be held under United 
Nations supervision for representatives in the National Assembly in which 
representation shall be in direct proportion to the indigenous population in 
Korea.” 

The Communists would not agree to any formula that would unify Korea 
on the basis of genuinely free elections under United Nations supervision. 
They insisted upon plans that in effect would give the Communists two 
opportunities for a veto: (1) the Communist North Korean regime was to 
have a veto in the arrangements for unification by requiring equal representa- 
tion from North and South Korea in the commission to arrange for all-Korean 
elections, (2) the elections were to be supervised by an international commission 
composed of an equal number of Communist and non-Communist representatives 
which would function only on the basis of unanimity. The Communists alleged 
that the United Nations, as a belligerent in Korea, had disqualified itself to 
affect a solution of the Korean problem and insisted on the withdrawal of 
all foreign troops from Korea before elections were held. In view of the 
unqualified Communist rejection of the two basic principles—United Nations 
supervision and free elections—the 16 allied delegations on June 15 broke off 
the negotiations. 

A 15-power resolution, submitted during the ninth General Assembly in 
December 1954, reaffirmed the United Nations objectives and expressed the 
hope that it might soon prove possible to make progress toward their achieve- 
ment. In addition, under the first. operative paragraph, the General Assembly 
was asked to approve the position taken by the allied delegations at Geneva. 
This resolution was accepted by the General Assembly on December 11 by 
a vote of 50 to 5 with 4 abstentions. In the 4 years that followed, the General 
Assembly repeatedly urged by overwhelming votes that negotiations be resumed 
on the basis of established United Nations principles, but the Communist 
side remained intransigent. 

On February 5, 1958, the North Korean regime advanced certain proposals 
for the reunification of Korea. The proposals were two: That all foreign 
forces should first withdraw, and thereafter that elections should be held 
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under the “supervision of a neutral nations organization”. These proposals 
were endorsed by the Chinese Communist regime and transmitted through 
the British Chargé d’Affaires a.i. in Peiping to the governments which took 
part in the United Nations Command in Korea. Two weeks later, the Chinese 
Communists announced that the so-called Chinese peoples volunteers would 
withdraw from North Korea by the end of 1958 and called on the Governments 
of the United Nations Command to withdraw their forces from the Republic 
of Korea. 

The nations which represented the United Nations in the Geneva negotiations 
replied to these statements by welcoming the announced intention of the Chinese 
Communists to withdraw their forces from Korea, as they had been called 
upon to do year after year by resolutions of the United Nations General 
Assembly. Clarification was requested of Communist views regarding the 
proposals for free elections, specifically, whether these principles provided 
for supervision of elections by the United Nations and whether representation 
in the National Assembly would be proportionate to the indigenous population 
in all parts of Korea. In their reply of May 6 the Chinese Communists 
brushed aside the question of the principles on which elections should be held. 
They restated their demand that the withdrawal of United Nations forces 
from South Korea was a prerequisite to any further steps leading to the 
reunification of Korea. 

While disappointed with the Chinese Communist reply, the members of the 
“Sixteen”, desiring to explore all possibilities of negotiation on the Korean 
question, sent through the British Chargé d’Affaires a.i. another communica- 
tion to the Communist side which expressed their disappointment that the 
Chinese Communist announcement of May 6 had not answered the crucial 
question regarding the principles under which the elections would be held. 
The reply further pointed out that future withdrawal of United Nations 
forces without any previous arrangement for the proper settlement of the 
Korean question would not be calculated to lead to the reduction of tension 
in the Far East and, indeed, such action would remove the one necessary 
guarantee which exists against further aggression in Korea. It was emphasized 
that the “Sixteen” wished to see a general settlement of the Korean question 
in accordance with United Nations resolutions. The communication also stated 
that the Governments participating in the United Nations Command were pre- 
pared to withdraw United Nations forces from Korea when the conditions for 
a lasting settlement laid down by the General Assembly had been fulfilled. 

On November 1, a new Chinese Communist communique again called for the 
withdrawal of United Nations troops from South Korea, and stated that after 
such a withdrawal of all foreign forces from Korea, all-Korean free elections 
could be held under the supervision of a “neutral nations organization”. Again 
no elaborating explanation was given by the Communists as to what they meant 
by “neutral nations organization”. The United Nations members replied to this 
communique by transmitting the General Assembly’s resolution of November 14, 
1958 which had been adopted by a vote of 54 to 9. This resolution urged the 
Chinese authorities to accept United Nations objectives and to agree to genuinely 
free elections under the principles endorsed by the General Assembly. In their 
reply to this communication, the Chinese Communists again restated their de 
mands for the withdrawal of foreign troops from Korea and arrogantly argued 
that the “United Nations has been reduced to a belligerent in the Korean war 
and lost all competence and moral authority with the Korean question. There- 
fore any resolution on the Korean question is unilateral and null and void.” 
Taking into due account the inflexible Communist response, the countries which 
had contributed forces to the United Nations Command decided not to reply. 

United States and other members of the United Nations who fought in Korea 
have refused to compromise the principles for which their countries fought on the 
battlefields of Korea. Therefore, the Department of State believes that the 
wisest course is to stand fast on the principles which it has supported from the 
beginning of the Korean conflict and to continue bringing this matter before the 
General Assembly in order that the Communists may realize the determination 
of the United States and its allies to stand by their principles. These principles, 
the right of the United Nations to secure a just settlement of the Korean question 
in harmony with the principles of the United Nations Charter, and the require- 
ment of genuinely free elections throughout Korea to be held under United 
Nations supervision, were again endorsed by the General Assembly on December 
9, 1959, by a vote of 54 to 9 with 17 abstentions. 
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Mr. McDowett. Thank you very much. 

Mr. Secretary, according to the figures here under Korea, the Korean 
budget is carrying a figure of $187 million and our 1961 estimate for 
military assistance is [security deletion]. That is [security dele- 
tion] that the two Governments are spending to maintain this armis- 
tice agreement in Korea. 

Of course, if you add to that figure of [security deletion] the 
cost of maintaining our own Armed Forces in Korea and our Air 
Force base and so forth, it seems to me you would come up very 
nearly with perhaps [security deletion] a year. What I am won- 
dering is, is this an endless situation? It has been going on for 
7 years. Is it to go on forever? Is there no opportunity, no effort 
being made to conclude a peace treaty in Korea or must we expect 
to carry this burden indefinitely ? 

I realize it is not a simple problem, but it seems strange to me 
that we never hear anything about the possibility of negotiations 
in connection with this situation in Korea. 

You have indicated that you would put something on the record 
so I suppose your answer would be the same. I am only pointing 
out that it isa strange situation. 

We maintain this battlefront in Korea with apparently no possi- 
bility of negotiation. 

Mr. Parsons. I would simply say the reason that the situation 
continues to exist that way is because of the defiance of the North 
Koreans and the Communist Chinese of the United Nations reso- 
lutions on the subject, and their complete unwillingness to allow 
those resolutions for elections and peaceful unification of the country 
to take effect. What you have is just one of the fronts in which 
a long-term threat and challenge is being posed for us. 

The alternatives are to endure and stay with the threat or to give 
way and find ourselves in a less favorable position with a diminished 
area of the free world left, and at the sacrifice as well of very 
gallant people who fought very hard for their national salvation and 
independence. 

Mr. McDowe tt. Certainly, as long as the situation exists, Mr. 
Secretary, there can be little question of considering the recognition 
of Red China? 

Mr. Parsons. I would agree. As you know, my views on this 
are quite strong. 

Mr. McDowe tu. Mr. Secretary, with reference to Taiwan, again 
in the opening statement in the book, continuing the second sentence: 

The large, well-trained, and well-equipped Armed Forces of the Republic of 
China, supported through the mutual security program, deter Communist ag- 
gression and decrease the need for U.S. forces in the area. 

I wonder why in such references as this and many other references 
constantly full credit is given to the maintenance of the Republic 
of China Armed Forces on Taiwan and never any mention is made 
of the presence of the 7th Fleet in the waters there. 

Is there any real thought that by maintaining these Armed Forces 
of the Republic of China, six-hundred-some-odd thousand men, that 
that alone is preventing an aggressive action on the part of the Chi- 


nese Communist Government? Isn’t it really the presence of the 7th 
Fleet there ? 
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Mr. Parsons. Which does what, sir? 

Mr. McDoweti. Which prevents any aggressive action ? 

Mr. Parsons. I would say, sir, in this connection we should re- 
member the joint communique which President Chiang Kai-shek and 
the late Secretary, Mr. Dulles, issued on Taiwan in late October of 

1958. 

In that President Chiang Kai-shek said, and my paraphrase 
will be a very poor one, said in effect that the accomplishment of 
his mission to return to the mainland lay primarily through non- 
military means. 

The task was to win the minds and hearts of the mainland people 
through the application of the three peoples’ principles, democracy, 
social justice, and so on, and not through the use of military force. 

Then I would call your attention, sir, to the fact in addition 
to this indication that it is not the intent of the Nationalist Govern- 
ment to attack the mainland, that there has been no offensive use 
of the offshore islands for many, many years. The use that was 


made of them in earlier years was under different circumstances 
and not on a large scale. 


Chairman Morean. Mr. Bentley. 

Mr. Bentiry. Mr. Parsons, when you were describing for Mrs. 
Bolton’s benefit the attempted agenda of the talks at the ambassa- 
dorial level in Warsaw with the Red Chinese, you didn’t mention 
the subject of the missing GI’s which I have heard estimated at 
500, who were taken captive in Korea and have disappeared from 
our knowlege. Is that a closed subject ? 

Mr. Parsons. I would not say it is a closed subject, sir. I would 
say it is a very painful subject because we really lack concrete evi- 
dence as to how many of these people, if any, are still alive. When 
the subject comes up, ‘publicly, as inevitably it comes up with worried 
relatives, and so on, it has the effect of arousing hopes which may 
not be justified. This does not in any way excuse the Communist 
Chinese for refusing to give a proper accounting of what happened 
to these men. Their performance has been bad in this as in other 
things. We have very little evidence. We have no concrete evi- 
dence of the existence of a specified individual here, there, or the 
other place. 

Therefore, we deplore anything that might raise false hopes in 
the minds of the families. This is a subject I can assure you that 
we are not overlooking, and on which we are continuing to press 
them at Warsaw. 

Mr. Bentiey. Do you have any idea how long the Department 
of Defense will continue to carry these men either as POW’s or 
lost in action or when they will ‘be declared or presumed dead as 
far as compensation and . forth? 

Admiral O’Donnett. I don’t know, Mr. Bentley. I will find out. 

Mr. Fascetu. Will the gentleman yield? 

Mr. Benttey. Briefly. 

Mr. Fascetx. Isn’t it true that the United States has investigated 
every one of these claims; and that the net result of the inv estigation 
is that there are four or five cases unaccounted for; and that all the 
rest, for all practical and reasonable purposes, can be called closed ? 
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Mr. Bentiey. I would like that answer supplied for the record if 


(The information requested is as follows:) 


To take the last part of the question first, all of these men, a total of 452, are 
considered missing and presumed dead under the provisions of Public Law 490 
(the Missing Persons Act). These determinations had been made by mid-1955 
and as a result, the way was cleared to settle estates and insurance, and set 
up widows’ pensions. The fact that the men are carried as “unaccounted for” 
should be directly related to a provision of the armistice agreement by which 
each side agreed to furnish an accounting regarding any prisoner of war which 
might have been in their custody and not returned in the general repatriation 
of prisoners. 

Both the Departments of State and Defense will persevere in efforts to secure 
an accounting of these 452 so long as the barest possibility remains that even one 
more U.S. serviceman can be accounted for. 
= + 





« 








* e . 

The U.S. Government continues to check every rumor or scrap of information 
received regarding the 452 prisoners of war unaccounted for. As a result of 
continued attention to this problem and because of the absence of any reliable 
information from any source, the U.S. Government is forced to conclude that 
most, if not all, of these unaccounted-for. POW’s are dead. Although the pos- 
sibility cannot be completely foreclosed that some few of them might still be 
alive, there are no reliable facts to support a more favorable conclusion. 

The mention of “four or five” probably refers to five U.S. civilians who are 
known to be alive and held by the Chinese Communists. Four of these civilians 
(two Department of the Army civilian employees and two American business- 
men) are under sentence and serving terms of 15 years, 20 years, and two life 
sentences for alleged crimes against the Chinese Communist regime. The fifth, 
an American Catholic bishop, is held in Shanghai but is not under sentence. 

The most recent official statement on the subject, dated February 1, 1960, and 


issued jointly by the Department of State and Department of Defense, is quoted 
below: 


“AMERICAN MILITARY PERSONNEL MISSING AND UNACCOUNTED FOR SINCE THE 
CESSATION OF HOSTILITIES IN KOREA 


“From time to time the Department of State and the Department of Defense 
receive inquiries concerning missing and unaccounted-for servicemen from the 
Korean conflict. These inquiries seem based upon a belief that these men are 
detained in Chinese Communist or North Korean prisons. This belief ap- 
parently has been fostered by the continued circulation of reports and allega- 
tions which the U.S. Government has carefully and repeatedly investigated 
and found to have no basis in fact. The Government continues to check every 
scrap of information and every rumor that it receives. 

“The Department of State and the Department of Defense again wish to state 
that the U.S. Government has no reliable information from any source to indi- 
cate that any of American servicemen missing and unaccounted for since the 
Korean hostilities are still alive and held in Chinese Communist prisons. Al- 
though the possibility cannot be completely foreclosed that some few of them 
might still be alive, there are no reliable facts to support a more favorable 
conclusion. 

“Under the terms of the armistice agreement signed in 1953, both sides in the 
Korean conflict agreed to render a complete accounting on any prisoners of war 
of whom they had any knowledge. Following the final exchange of prisoners it 
became increasingly apparent to the United Nations Command that there was a 
considerable number of military personnel who had not been accounted for and 
yet who, we had reason to believe, had been under Communist control at one 
time or another between June 1950 and September 1953, the period between the 
outbreak of hostilites in Korea and the conclusion of the repatriation process 
of prisoners of war following the armistice. Therefore, although we had only 
sparse information on these men during that 38-month period, we felt the Com- 
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munist side should have had some knowledge of their fate. Consequently, in the 
fall of 1958 there was handed to the Communists a list of 3,404 members of the 
United Nations Command which included 944 American servicemen. The Com- 
munist response to this request for an accounting was almost completely inade- 
quate. Nevertheless, after months of intensive effort by U.S. Army graves 
registration teams, plus the sifting of thousands of reports from returned 
prisoners of war, Korean nationals, and others, conclusive evidence of death 
was reached by the Department of Defense in more than half of the cases on the 
original list of 944. 

“This tragic problem has been of concern to the U.S. Government for the past 
6% years, and the Department of State and the Department of Defense have con- 
tinued their efforts to secure from the Chinese and Korean Communists a satis- 
factory accounting. These have involved many approaches to the Communist 
side both at meetings of the Military Armistice Commission at Panmunjom, 
Korea, and at ambassadorial talks with the Chinese Communists at Geneva and 
later at Warsaw. This matter was raised again at the most recent meeting 
(No. 95) at Warsaw on January 19, 1960, but the Chinese Communist representa- 
tive refused to furnish any new information. The Communists have consistently 
maintained that they do not hold any American military personnel as prisoners, 
contending that they have carried out their obligations ‘in accordance with the 
armistice agreement and agreements between both sides.’ They have in general 
met all questions on this subject with evasion and irrelevant countercharges and 
have refused to enter into a meaningful discussion. 

“On August 17, 1955, President Eisenhower himself reiterated that ‘no Amer- 
ican prisoner of war will be forgotten by the United States.’ The problem was 
explored in considerable detail at the May 27, 1957, hearings before the Sub- 
committee for the Pacific and the Far East of the House Committee on Foreign 
Affairs. At that time officers of the Departments of State and Defense testified 
that there was little justification for hope that any of these men are alive or of 
further information regarding them. In the 2% years that have elapsed since 
that time, the continuing Communist indifference and intransigence both at 
Panmunjom and at the ambassadorial talks unfortunately serves to confirm this 
judgment. 

“Following the extensive discussions of this matter before the subcommittee 
referred to above, the House of Representatives on July 9, 1957, passed unani- 
mously this resolution (H.R. 292) : ‘That it is the sense of the Congress that the 
President, through his own offices, and those of the Secretary of State and the 
Secretary of Defense, should continue to make the return of, or a satisfactory 
accounting for, the 450 American prisoners of war, a primary objective of the 
foreign policy of the United States.’ The Department of State welcomed this: 
resolution feeling that it accurately reflects the policy of the U.S. Government 
in its continuing effort to secure an accounting for these men. The Government 
has taken every possible practical step to gain further information on these 
unfortunate victims of Communist aggression in Korea. The fact that the 
Department of Defense, under provisions of Public Law 490, the Missing Persons 
Act, had, by mid-1955, determined these men to be ‘missing and presumed dead’ 
(thereby permitting the man’s accounts to be settled and death gratuities or other 
survivor’s benefits paid) does not in any way affect the Government’s determina- 
tion to discover their ultimate fate. Both the Departments of State and Defense 
will persevere in these efforts so long as the barest possibility remains that even 
one more U.S. serviceman can be accounted for. 
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Mr. Bentiey. I would like to turn to page 200 on the Far East 
vehicle program and ask the question as to why the funds requested 
for fiscal 1961 with respect to both repair and procurement in Japan 
of these vehicles are classified ¢ 

Mr. Parsons. May I ask Admiral O’Donnell if he has the answer? 

Admiral O’Donnetu. This is just a general priviso that all the 
current year programs are classified. They have not yet been ap- 
proved and the experience has been that they can raise false hopes 
in the countries where the money is going to be spent. 

Mr. Brentiey. You have requested a total amount for procurement 
in Japan of [security deletion] for the procurement of [security 
deletion] thousand vehicles, both general and special purpose types, 
which would run down approximately between $2,100 per vehicle. 
Of course, the cost in some is obviously more than that in others. 

Can you supply the estimated saving resulting from a procurement 
program of this type in Japan over a program, over what would re- 
sult from similar procurement in this country ? 

Admiral O’Donnett. Only qualitatively. I can’t give you the pre- 
cise numbers. These are much simpler vehicles than it is possible to 
procure in this country at this time. 

They are built for rough usage in the backward countries of Asia. 
We have a comparative cost here. 

Mr. Bent ey. Is this classified ? 

Admiral O’Donnett. No, sir. I can give you comparative prices. 
It should be noted that the U.S. price is based on the last contract, 
which was made in 1955, while the Japanese figure is the 1960 price: 


Truck % ton: 


Mr. Bentiey. Thank you, Admiral. Can you supply me those 
figures both for the record and in the form of an individual memo- 
randum? They are not classified ? 

Admiral O’Donnett. Yes. 

Mrs. Botton. Does that include transportation from this country ? 

Admiral O’DonneELL. It does not include transportation. 

Mr. Bentiey. Can the transportation figures be included? I am 
not particularly interested, Admiral, in building up the Japanese 
automobile economy but if, on the other hand, there is a substantial 
differential in cost to be realized, I would like to have it. 


51905—-60—-pt. 3———-8 
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(The following information has been submitted in response to Mr. 
Bentley’s request :) 


Waa, price data, general-purpose vehicles, United States versus Japanese 


[Price for U.S. vehicles is the 1955 contract price for U.S. Army; price for Japanese vehicles is the 1959 contract 
price for military assistance purchases] 





Transportation Total 

Port, |Handling,| Packing,| cost at 
junloading crating, | Taiwan 
jot a etc. 
| 


| 
Unit to Taiwan | 
Type of vehicle (general purpose) price | loading 


| 


Inland | Ocean 





Truck, 44-ton: | 
U.S. vehicle ; $1,987 | $151 $208 
Concurrent repair parts___._.--} _ 300 24 16 | 5 | 





2, 287 | t 22 








Japan vehicle . 300 | 
Concurrent repair parts. -__...-- 88 


1, 388 





US vehicle 3, 451 
Concurrent repair parts__....-.- 504 


NE re he te | 3, 995 | 











Japan vehicle 
Concurrent repair parts __---- a 














Truck, 244-ton, with winch: 
U.S. vehicle. oi 
Concurrent repair parts 


a a 














Japan vehicle 
Concurrent re pair parts : 


Ce ideas cont 








Truck, 246-ton, without winch: 
U ‘Ss. vehicle 4 7, 059 | 
Concurrent repair parts 882 | 


ebay ek LUE Lhe Ts | 7,941 B47 | 1,16 148 | 10, 035 


Ware Kies shige ds EYE. | asa] @ | : 95 | 95 4, 165 
| \ 


1 Unloading cost. Recipient country troop labor. No cost either vehicle. 
? Inland transportation, Japan-produced vehicle delivered to port. No charge involved. 


Note.—All figures rounded to nearest dollar. 


Admiral O’Donneti. We were also told, Mr. Bentley, it was a 
matter of tooling. That at the time this was first broac hed that our 
own industry was unwilling to go back to retool on this investigation. 

Mr. Bentiry. I would like to make an investigation on that 
another day. 

[Security deletion. ] 

Chairman Morcan. Mr. Meyer. 

Mr. Meyer. I believe Mr. Fulton is ahead of me. 

Mr. Futon. I yield to you. 

Mr. Meyer. Thank you, Mr. Chairm: an. 

Mr. Secretary, it seems to me in considering this report and the 
testimony today that in my opinion it is primarily a justification for 
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the extention of what I consider the present bankrupt policy that we 
have in the Far East and particularly with regard to China and the 
nearby countries. 

I would like to read one paragraph of yours on page 17 in which 
you say, “Finally in closing, I should like to revert once again to the 
central preoccupation of all these countries and of ourselves in the 
Far East; namely the implacable Chinese Communist regime. Over 
recent months we have seen in varying degrees in all the countries of 
the free Far East, apprehension lest steps, taken in our unremitting 
search for a decent peace, should be the precursor of some form of 
compromise with the Chinese Communists.” 

It would appear to me from that quote, itself, that it has its own 
built-in absurdity. If we are searching for a peace in the Far East, 
I can’t see how we can do it without some compromise. I would say 
this in itself is proof of my statement in regard to the rigidity of our 
policy in the Far East. would also like to say I understood from 
statements of Secretary Herter and the President that we had to 
change, we had to negotiate more with the Chinese, particularly 
thinking about nuclear test bans and things of that type. 

I personally had thought that I saw indications of change in the 
administration policy in “both what the Secretary and the President 
had said. I would like to go on and say further that it seems to me 
that somehow or other we must correct, because we can’t justify what 
is going on in the name of national defense or of helping countries, 
some actions that were almost scandals in areas like Laos. I remem- 
ber also the fact that in some of these things very high-ranking 
members of the State Department have been partly implicated, at 
least in testimony that I have heard. I also recall that late last 
summer in testimony before our Subcommittee on the Far East and 
the Pacific, 1 heard what I considered a disgraceful propaganda 
attempt to pass off all the trouble in Laos by saying that we had done 
nothing wrong and that this was all a big C ommunist plot throughout 
the Far East with other countries coming in on it. 

I would like to have some reference made to the testimony of the 
hearings at that time when I read things into the record. I would 
like to say that I have a whole folder more that I could read into 
the record if I had time. But in 5 minutes I can’t. I would also 
say that I believe that our full committee and our subcommittee is 
and has been either duped or indirectly engaged in whitewashing 
some of these activities and that we must follow a different course. 

I am willing to back up some of my statements with written 
testimony. My question is how long are we going to follow these 
policies and methods when we know some changes 1 must be made in 
the Far East ? 

Mr. Parsons. I think the short answer to that, Mr. Congressman, 
is that these policies will be followed as long as the administration 
feels they are in the national interest and as long as they have the 
support of Congress, to the degree required. 

Mr. Mryrer. Doesn’t the administration indicate a change and yet 
you come before us today and say there is no change, or if anything, 
we have to get even more like we have been in the past ? 

Mr. Parsons. I think the indications of change, what you consider 
to be indications of change are indications on the part of adminis- 
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tration officials that if there can be a meaningful disarmament in 
the world or a meaningful cessation of testing with adequate controls 
and so on, then, of course, once we know that can be done, then, of 
course, the area of Communist China has to be covered. 

There is no difficulty whatsoever at that stage in somehow bringing 
Communist China into the agreement if they want to come into it. 
It has been possible to negotiate or to attempt to negotiate with the 
Chinese Communists before. We have had more experience in that 
line than anybody else, I believe. 

We negotiated with them at Panmunjom, at Geneva, at 95 ambas- 
sadorial meetings. 

Mr. Meyer. Can this be done without compromise? Right here in 
your statement you reject any compromise whatsoever. How can you 
negotiate—as an experienced diplomat with all your background— 
how can you do this without some compromise ? 

Mr. Parsons. Mr. Congressman, with all due respect, I think you 
are referring to negotiation with decent people like yourself who are 
willing to compromise. You are not dealing with the same kind of 
people when you are negotiating with Communists. 

I would like to recommend Admiral Joy’s book to you, written some 
time ago on the basis of what he had learned in some arduous and 
lengthy negotiations with the Communists. He was a reasonable 
man and would like to have compromised if he could have protected 
our interests at the same time. 

Mr. Meyer. I fail to see that the policy of the administration as I 
have heard it expressed, can be reconciled with yours if we are going to 
throw out the possibility of compromise in the negotiation. We might 
just as well forget negotiation if we cannot do that. 

Mr. Parsons. I am not quite sure which particular policy of the 
administration or negotiation you are referring to. I don’t know 
of any major negotiation in the Far East at the present time, with the 
Chinese Communists. I would also like to point out that this policy 
is not the only policy that we have ever had toward Communist China. 
It was not we who were the first to demonstrate hostility. We haven’t 
demonstrated hostility toward them. We have the same feeling 
about the Chinese people we have always had. It was in 1950 that 
it was made clear Se our President and our Secretary of State that 
we had no intention to provide military aid or advice to the military 
forces on Formosa. We were not going to get militarily involved 
there in any way, and it was only after the attack of the Communists 
in Korea that we sent our 7th Fleet to the Taiwan Strait and we began 
to provide military assistance. 

It was only after the attack on Quemoy in 1954 that we entered 
into our bilateral security treaty with the Chinese Nationalists. It 
was only after the Chinese Communists had helped the Vietminh to 
endanger southeast Asia. 

Mr. Meyer. Could I ask a question there ? 

Mr. Parsons. We entered intothe SEATO Treaty. 

Mr. Meyer. To me this is sophistry. You mentioned the attack on 
Quemoy and Matsu by the mainland. I don’t quite understand that. 
Were Quemoy and Matsu by some sanctified rule anything but a part 
of China? Who was attacking who? 
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Mr. Parsons. This was a part of China that had never been con- 
quered by the insurgents, the Chinese Communists. 

Mr. Meyer. The Republic of China isa myth. 

Mr. Parsons. It is recognized by some 45 free world countries. 

Mr. Meyer. As long as we go along with this myth and keep our 
head buried in the sand we won’t resolve the problem in the Far East. 

Mr. Parsons. I am afraid we approach this from a different point 
of view, Mr. Congressman. 

Mr. Meyer. You certainly do. That was the reason for my ques- 
tions. I think it is about time the American people and the Congress 
do at least air this and debate it and get some answers. I think testi- 
mony of the type that you have prepared rules out compromise and 
certainly rules out any other approach. 

Mr. Parsons. I think thete ave been a good many debates publicly 
on this and in the Congress also. I seem to recall a few decisions 
coming out of those debates which have been very broadly supported. 

Mr. Meyer. I recall the words of Foster Dulles in his book, too. 
I recall many other words written and said in the past. I say that we 
are facing a situation as of today and some things must change 
whether we like them or not. I say our policies have been bank- 
rupt and as long as we keep following them we will be bankrupt. 

Mr. Parsons. I think far from being bankrupt; if we had not fol- 
lowed these policies we would not be dealing with the Far East today. 
There wouldn’t be any free Far East. 

Chairman Morean. Mr. Fulton. 

Mr. Furron. We are glad to have you here. I think you have 
given a very excellent statement. Of course, at this table there 
are disagreements. I am one of those who feel strongly that the 
bipartisan foreign policy now being carried out by this adminis- 
tration and previously being adequately carried out under President 
Truman’s wise direction is correctly correct. 

I likewise feel it is extremely important as you have pointed out 
that we continue our present United States and Western World 
orientation toward security as well as economic development and 
stability, that we need them both. 

I do believe, too, that we should continue not to recognize Com- 
munist China. I would like to ask you as my main question: What 
would be the effect on the free peoples of the Far East. if we either 
compromised away our principles upon which we operate, that are 
basic, in order to get an accommodation with Communist China or 
simply recognize Communist China? 

Chairman Morean. You have pretty well answered that. 

Mr. Furron. Would you reemphasize it at this point? I don’t 
want it to be inferred on this committee level that the comments 
that have been—have just been made either represent all or a majority 
of this Foreign Affairs Committee in their viewpoint. 

Mr. Parsons. I would like to comment briefly on your question, 
sir. I think if we were to compromise our principles in relation 
to this issue the bad effect would be just as quickly deserved as 
the good effects were deserved when we lived up to our principles 
and commitments at the time of this Quemoy crisis and at the 
time of facing other Communist probes in the Far East. I think 
the compromise on our principles would lead every single one of 
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those countries to feel they could not count on the United States 
when the going got rough and they were the people under the guns. 

I think the implications of that are that they would quickly trim 
their sails and make the best possible terms they could make with the 
other side since they could no longer rely on the United States. 
If we were simply to go ahead and recognize Communist China 
all of a sudden overnight, I think the result would not only be 
what I have just said, but I think we would have compounded the 
situation by having doublecrossed these people without their knowl- 
edge or without giving them advance notice. I think it is a concern 
of all the countries of the area to know just where the United 
States stands on this matter, and that any time there appears to 
be any equivocation or any uncertainty, then it is a source of anxiety 
for them. Surely if we acted without any advance notice in this 
regard they would feel they had not only been let down, but betrayed. 

Mr. Furron. As a matter of fact, because we in both parties in the 
United States have maintained this policy, within the executive as 
well as in the legislative branches of the Government, I would like 
to point out to you what the advantages have been through your 
statement. On page 4 you state: 


None of these countries— 
meaning in the Far East— 


would now voluntarily accept Communist solutions. Since the Quemoy crisis 
the Government, and to an increasing extent the people in the Far East have 
become aware of the relationship between American policy toward Red China 
and their very survival. The presence of the United States, its readiness to 
meet its commitments and its demonstrated ability to do so promptly have 
helped instill a new confidence. This has brought a degree of consolidation 
and progress which would have seemed foolishly optimistic in the early years 
of the decade. 


The mutual security program has been a vital instrument of policy during 
this decade of crisis and survival. 


Then on page 9 you state in a very optimistic tone: 
The situation of the free countries— 
again meaning the Far East— 


has improved, our relations with them have generally become closer and more 
understanding and the outlook is promising. 

I believe that is a very optimistic statement at this point in our very 
difficult time and that we should look forward to the future with 
confidence if we continue the bipartisan mutual security program as 
we have adopted the policy in both the Truman administration and 
in the Eisenhower administration, do you not ¢ 

Mr. Parsons, I certainly subscribe to that view. 

Mr. Furron. That is all. 

Chairman Morcan. The committee stands adjourned until 2:30 
this afternoon. 

(Whereupon, at 1:05 p.m., the committee adjourned to reconvene 
at 2:30 p.m., the same day.) 


AFTERNOON SESSION 


The committee reconvened at 2:30 p.m., Hon. Thomas E. Morgan, 
chairman, presiding. 
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Chairman Morean. The committee will come to order. We meet 
this afternoon on a continuation of the mutual security program 
for the fiscal year 1961. Our witness is Adm. Harry D. Felt, U.S. 
Navy, commander in the Pacific. Admiral, you have a statement. 
You may proceed. 


STATEMENT OF ADM. HARRY D. FELT, USN, COMMANDER IN CHIEF, 
PACIFIC 





Admiral Frrr. Mr. Chairman and members of the committee, I 
am very pleased to appear before you again to present my views 
on the vital role which the military assistance program plays in our 
overall national security effort. 

Military men in the Pacific were gratified that some of you were 
able to visit in the area to check firsthand the facts you w ant in order 
to enact legislation responsive to our country’s objectives. We realize 
that this committee is very well informed concerning the situations 
in our part of the world. Nevertheless, we appreci iate this opportu- 
nity for me to come before the full committee in support of the bill 
which you are considering. 

A great struggle is going on in Kai On one side are freemen 
who believe in the dignity ‘of man and reject the police state. On 
the other side is a sy ystem designed for totalitarian expansionism. 
The stakes are the territories and independence of over 300 million 
people. The outcome is critical to our own safety. 

A totalitarian system maintains a mighty military base in the 
eastern part of the Soviet Union—in the northern parts of Korea 
and Vietn: and in Red China. It also operates in the free coun- 
tries both openly and under cover. We recognize the system as an 
unchanging conspiracy of the international C ommunist movement to 
conquer the world. We see in that movement an absence of moral 
restraints. We see a willingness to use military force aggressively 
when it serves an immediate purpose. The system uses the violence 
of blackmail, kidnaping, and murder against populations. We have 
taken due note of a remark made recently by Mao Tse-tung to the 
effect that poverty is good for people and that poverty enables the 
system to create the drive necessary for the movement toward sub- 
jugation of free peoples. 

I am a part of this struggle and have the military responsibility 
of defending the United States from attack through ‘the Pacific and 
of protecting our national interests in the area. My job is to maintain 
strengths sufficient to deter the outbreak of wars and to win them 
if the Communists start them. 

The area in which we operate comprises almost one-half of the 
earth’s surface—most of it ocean—important parts of it, the lands 
of free Asians. The physical geography of the area dictates the 
kind of U.S. Armed Forces which have been assigned to me. The 
characteristics of mobility, flexibility, and versatile “abilities to punch 
the hardest in any kind of a scrap are indispensable to the accomplish- 
ment of our jobs. 

Some 243,000 sailors, marines, and naval aviators man 2 fleets— 
one operating in the eastern Pacific and the 7th Fleet operating 
in the western Pacific. About 67,000 soldiers are divided between 
frontline positions in Korea and the reserve position in Hawaii. Some 
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70,000 Air Force officers and men keep our tactical air units flying 
from bases in Korea, Japan, Okinawa, Philippines, and on occasion 
from bases in Taiwan. 

So, we see that my combat forces are tailored to the geographical 
environment and are distributed in accordance with a strategy of 
forward defense. This forward strategy of defending the United 
States thousands of miles west of Pearl Harbor is made possible 
because we have become allied with certain Asians. In return, we 
have pledged ourselves to assist them to maintain their freedom. 
The operations of the 7th Fleet moving about in west Pacific 
waters, the presence of our troops in Korea, the flights of our air- 
planes based in the island chain, the military assistance and advice 
given by our people resident in the Far East—all of these are mani- 
festations of mutual interests between the United States and over 
300 million Asians who also prize their freedom. 

The size and character of my forces are such that they cannot by 
themselves insure freedom and security for the independent countries 
of Asia. But they do provide ever-present evidence to Communist 
opportunists that the United States is aware of its stake in the 
struggle for free Asia. 

The other important military factor affecting the struggle in Asia 
is our military assistance program. It is only through this program 
that many of our Asian friends are able to maintain their independ- 
ence. They are in desperate need of our continuing assistance. 

While recognizing the need, I have thought it necessary neverthe- 
less to define and limit the objectives of our military assistance 
planning. 

We aim to help create and maintain stability in the free Asian 
countries. We aim to provide the ingredients which are fundamental 
to opportunity for economic growth and social development. We are 
convinced that a country must have the means for maintaining in- 
ternal security. It must have the further strength to discourage 
Communist incursions into its territory. The threat to one country’s 
security differs from the threat to another. Also, the ability to sup- 
port military security forces is not the same in one country as it is 
in another. Therefore, the targets we aim at when planning mili- 
tary assistance are of different sizes. Yet, the continuing freedom 
and independence from Communist control for all countries are our 
basic objectives. 

How much military backing is to be provided by the Mutual Secu- 

rity Act is the question. The programs which have been worked out 
in the Pacific Command include moneys in three categories: (1) 
For maintenance of forces in being, (2) for providing some new 
equipment to replace wornout material and to improve the quality 
of the combat forces, and (3) for training the forces. Funds pro- 
vided for the current fiscal year provided minimum maintenance 
and some training, but were quite inadequate to make significant 
qualitative improvement of the forces. 
_ I would like to give you some examples of what I mean by force 
improvement. It is needed in four areas: Air defense, coastal patrol, 
defense against invasion, and ability to maintain internal security. 
Each of these I consider of equal importance. 

With regard to improved air defense, we dail reappraise the grow- 
ing air threat in our area. Communist-controlled North Korea, Red 
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China, and the U.S.S.R. continue to reequip and improve their air 
units. We must not let a situation develop to a point where Com- 
munist air can operate with impunity over all of Asia. We must 
not choose to have a second-rate air defense. We must have, therefore, 
some improved fighter aircraft, some antiaircraft missiles, and the 
ground control and warning system which are required for their effi- 
cient operation and which can be operated by the countries concerned. 

All of free Asia is dependent on sea lines of communication. The 
7th Fleet carries out its functions in international waters. Local 
defense in coastal waters is a responsibility, however, of each of the 
other nations concerned with the mutual security effort. They have 
urgent need for replacement of wornout ships. 

Several of the countries are directly threatened by land invasion 
over their frontiers. Their armies nouik replacement of wornout equip- 
ment, which is World War II and Indochina war vintage, so that the 
will have a fighting chance to conduct. holding actions long enoug 
for the United States and other forces of the free world to come to 
their assistance. 

Maintaining internal security and defense against bandits—organ- 
ized and armed by the Communists as guerrillas—is a critical require- 
ment in southeast Asia. We have learned a great deal the hard way 
about antiguerrilla warfare—and one of these lessons is that units are 
needed which are tailored for the job. 

Laos, the small landlocked but strategically vital country in the 
heart of the southeast Asian peninsula, was the most recent testing 
ground chosen by the Communist movement. Demonstrated here 
were the best known and most common threats to freedom. The Com- 
munists brought into play the techniques of infiltration, subversion, 
foment, dissidence, and insurrection—with the goal of taking over 
from within. These events caused apprehension worldwide but most 
particularly in all of southeast Asia. It looked for a time that Laos 
might share the fate of Hungary and Tibet. However, the immediate 
response of the United States in speeding up delivery of military sup- 
plies needed to reestablish internal stability and security—coupled 
with diplomatic action taken by the United Nations—caused terrorism 
to diminish. 

Shortly thereafter I acted as host at a meeting of the military 
leaders of the free Asian countries. A spokesman for the group said: 

The spontaneity with which the United States acted to help deter possible 
aggression in the Taiwan Strait over a year ago, and later, the profound concern 
with which the U.S. Government viewed recent developments in Laos, are—to 
my mind—unmistakable indications of the willingness and the capacity of the 
American people to assist their less endowed and less capable friends and allies 
to preserve their integrity and their chosen way of life. 

The spokesman had in mind the military philosophy of Mao Tse- 
tung and our growing appreciation of how to react to Communist 
opportunism. Mao’s basic principles of warfare are these : 

When the enemy advances, we retreat; 
When the enemy halts, we harass; 


When the enemy tires, we attack ; 
When the enemy retreats, we pursue. 


The thread running through his thesis is opportunism. The Com- 


munists seek opportunities in areas of weakness. We can create them 
by our own inaction. On the other hand, we frustrate Communist 
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opportunism when we continue to defend independence by adequate 
military assistance programs. The Communists hope to tranquilize 
us into a false sense of security—into a condition of helplessness to 
react to aggressions short of general war. Now that the Russians 
have the c apability to use mass destruction weapons, we can expect 
the international Communist movement to apply increased pressures 
and to engage in many kinds of aggressions. We can expect further 
probes for weaknesses. On the pi art of free peoples in Asia there is, 
however a growing resistance to retreating under pressure. This is 
because they have faith in the United States to back them up. Their 
military backup is a combination of the combat capability maintained 
in the Pacific by my forces and the U.S. military assistance program. 
This combination spells freedom for the peoples of Asia. Commu- 
nism cannot endure the freedom of men who will not be intimidated. 

Thank you for hearing me. I recommend your favorable consider- 
ation of the bill now before you. 

Chairman Morcan. Thank you, Admiral. Admiral, yesterday we 
had testimony before this committee by a professional soldier of World 
War II who said, due to Russia’s missile capabilities, we should adopt 
the fortress of America theory and defend our own shores. As a 
professional military man, what do you say about that? 

Admiral Ferr. I think that would be fatal, Mr. Chairman. 

Mr. Furron. It was an Army Air Force general, not a Navy man. 

Chairman Morean. An Army man familiar with the Pacific area 
which the admiral now has charge of. Admiral, you mentioned the 
condition of Laos in 1959, the Communist penetration there. Is there 
any activity going on there now? 

Admiral Feur. Yes, Mr. Chairman. You probably noted in my 
statement I used the word “subside.” There is activity going on 
there all the time now. It is spasmodic. It isn’t on any grand 
scale. But it is all over the country. 

People are getting killed there every week in these little guerrilla 
activities. Would you like to see a chart portraying the situation as 
I see it in Laos today ? 

Chairman Morean. Yes. 

Admiral Ferr. There is Laos. We all know what it looks like. It 
is a rugged, rugged country. These are supposed to be roads, but 
they are roads in name only. Here is the situation that existed in 
September 1959 in Laos. You see all these red areas. They were 
absolutely controlled by the Communists. You will notice the activity 
was up here—— 

Chairman Morcan. How far would that be? What distance would 
that be in penetration, approximately ? 

Admiral Ferur. Fifty to seventy-five miles. Up here in this 
province and over here in the Pwong Saly Province, these are the 
two provinces where the Pathet Lao were located during the period 
when they tried to legalistically get control of the country. They 
are right across the border from ‘North Vietnam. These little red 
men indicate terrorists in the country. 

Yes see them all over the country. 

Mrs. Cuvurcu. Is that black dot Hanoi? 

Admiral Freir. Yes. This next overlay will give you an idea again 
of the terrain. These hachured red lines are the ridge lines in this 
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rugged, mountainous, jungle type of country. These Communists, 
guerrillas or terrorists, Whatever you want to call them, move along 
these ridge lines. 

What happened last fall was that the Lao moved some of their 
regular battalions from down south and moved them up here and 
were fairly successful in cleaning out the area. 

This is the situation today. You notice no great big, solid patches 
of red. You notice, however, little red men. Those are the guerrillas 
in the jungle. When I said “diminished,” I meant just that. The 
action is not organized on such a scale as it was, but there is still 
action. 

All of these red dots are recent skirmishes within the past month. 
Notice how it has drifted down here. You see, when the Lao went 
to work to clean out the salients in their country, they did not push 
them across the river. 

They all infiltrated down south. This open blue arrow indicates 
an operation that they are starting now to try to clean this situation 
up in the south. 

The hachured arrows are operations that they have already 
conducted. 

To go back to your question—are things happening still? I think 
if you look at the red dots you will get an indication of what is going 
on. Where you find a red dot, people are being killed today. 

Chairman Morcan. Take one of these red dots—how much strength 
would a guerrilla unit have there to establish a dot on this map? 

Admiral Frur. It may be only a half-dozen men. I think this 

is something that needs to be understood by all of us. This is not 
regular war in the regular sense, as we understand it. This is the 
kind of war that the French had to put up with for 10 years, 
the kind of war where they could hold the cities but couldn't hold the 
villages, where the guerrillas would come out of the jungle and pounce 
on a small helpless group of people and then fade right away. 

[Security deletion. | 

Admiral Ferr. Are we in a closed session ? 

Chairman Morean. Yes. 

This testimony will be submitted to the executive branch for correc- 
tion. They can take off anything they want. 

Admiral Frxr. This has been one of our problems, Mr. Chairman. 
We are making some progress in this field. I would have to ask a 
question here. [Security deletion. ] 

Admiral O’Donnett. That material in the back was in error. The 
total forces are [security deletion] and MAP eligible forces are 
[security deletion]. 

Admiral Frevr. This is something that we are continually working 
on. In my dealings in Thailand and in my dealings with the Chief 
of MAAG there we are continually pounding to devote the effort to 
the forces that are strategically required. 

The whole program is based on strategic requirements. You can’t 
very well go to a foreign government and say, “You cannot do this.” 
I think Secretary McElroy put it very well when he was in the 
Philippines about a year ago, when he said : 


We will make up our minds what forces we will support, but, of course, we 
can’t tell you what you are going to do with your own. 
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Chairman Morean. Thank you, Admiral. 

Mrs. Bolton. 

Mrs. Bouron. I do have a question. 

Has Thailand in the last few days accepted more Russian money / 
They had accepted $25,000 from the Russian Red Cross. Do you 
know if they have accepted anything else? 

Admiral Fer. I don’t know, Mrs. Bolton. 

Mrs. Boiron. May I ask this: In training your various courses, do 
you use our men working with their men so that there is training, 
side by side ? 

Admiral Ferr. Yes, that is true. 

Mrs. Bouton. Does it take a long time or do they catch on quickly 
and then do they take over or what ? 

Admiral Freur. The general idea is to train teachers. This is the 
overall objective, to train teachers. 

Mrs. Botton. All through that whole area of North Korea, partic- 
ularly, the Russians are building up, the Chinese Communists are 
building up a strength that is quite contrary to the treaties, and so on 

Admiral Freir. They have, for example, built several good, modern 
airfields for jet aircraft which is in violation of the armistice agree- 
ment. 

Mrs. Boiron. Have we done a little on our own? 

Admiral Freir. We are now trying to build up an air defense for 
South Korea which I think is essential. 

Mrs. Bouron. In doing that, does that mean airfields or does it 
mean more modern planes or what does it mean ? 

Admiral Fer. It means modern planes. It means surface-to- 
air missiles and, of course, it means the fields that will have to be 
built to operate these planes. 

Mrs. Bouton. Do you know how many submarines are off that coast, 
Russian submarines ? 

Admiral Freir. The Russian Pacific fleet. has on the order of [secu- 
rity deletion]. The Chinese Communists have [security deletion ] 
submarines. 

Mrs. Bouton. Are they of the modern kind or 

Admiral Fre:r. They are modern in a sense, in that they have the 
snorkel, and have been developed since World War II. {Security 
deletion.| Some of them long range. They are good fleet boats. 

Mrs. Boiron. You get that information through your intelligence 
people / 

Admiral Fer. Yes. 

Mrs. Botron. I won’t ask you how. Does that mean you are pretty 
currently aware of what the Communists are doing ? 

Admiral Fer. We think so. 

Mrs. Bouron. When we should do more you will tell us? 

Admiral Fer. Of course. 

Mrs. Bouron. You feel it is not of vital importance that we should 
and you would prefer not to? 

Admiral Fer. I don’t know whether I would use the word “prefer” 
not to, but I certainly don’t want to unnecessarily alarm people when 
I see operations that fit into just a normal operating pattern. 

Mrs. Boutron. I sometimes wonder when I watch some of the TV 
shows that are on today how much of that is wise when you don’t 
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give the whole story. It does distress me. People come to my office, 
every time I go home, full of questions. They are scared. They 
don’t want anybody to know they are afraid, but they have seen this 
and that. Is it true that these things are being done, being developed 
by the Communists, and how much do we have to counter that ? 

Who should be the judge of what one should know ? 

Admiral Fert. As the 

Mrs. Boiron. Let me add this: How necessary is it, not to frighten 
us, but aren’t we very apathetic? Aren’t we very well satisfied ? 

Admiral Frur. There are two different sides to this story. I 
think it is essential for the people of the United States to understand 
the seriousness of the situation, to understand this threat of which 
I spoke in my statement, to understand it is going to be with us for 
a long, long while and not to become tranquilized. 

On the other hand, I don’t think it is wise to alarm everybody 
unnecessarily. I think there is a medium that should be sought 
here in this area, just like in every one of our problems. 

Mrs. Boiron. You are speaking of the frontiers of America, and 
your job is to protect them. Do you consider the island chain all 
along there, to the Philippines, part of our frontiers? 

Admiral Fert. I don’t speak of it as 

Mrs. Bourton. Possibly I am not using the right words. 

Admiral Ferr. I speak of it as our ability to carry out a forward 
strategy. In other words, to defend the United States out there rather 
than in Pearl Harbor or San Francisco as in 1941. We are able to 
do this because of these mutual arrangements we have made with 
these foreigners, who, after all, are foreigners and who own those 
lands. They are not our lands. 

Mrs. Botton. But you feel it is imperative that we do protect them ? 

Admiral Frrr. Yes. 

Mrs. Bouton. I think my time is up. 

Chairman Morean. Mr. Zablocki. 

Mr. Zastockt. Thank you, Mr. Chairman. 

Admiral Felt, it is good to see you again. Your statement was 
a very good one, a straightforward statement on the conditions in 
the area under your command. 

You have given an adequate answer to the fortress America policy. 
I am sure you sincerely believe that, the “forward strategy” of 
defending this United States thousands of miles west of Pearl Harbor 
is made possible because we have become allied with certain Asian 
countries. 

There is apprehension voiced in some quarters that our allies are 
unreliable. For example, it is stated that they are (1) unable to 
defend themselves from an all-out attack and they would declare 
neutrality if an all-out war should develope. 

| Security deletion } 

Mr. Zastockxt. Would you care to comment on these apprehensions ? 

Admiral Fer. I will try, Mr. Zablocki. 

First, as to whether or not we can trust these allies. Here again 
we are involved in a problem where there must be created a mutual 
trust. This is true in all friendships and all bargains anybody makes. 
What happened during the Taiwan crisis in the fall of 1958? 

We didn't go over and resupply those offshore islands. We brought 
extra equipment in. We brought forces into Taiwan. We built up 
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the 7th Fleet. We showed them we were ready to support them if 
the Communists went forward with their threat to take Taiwan, 
We also taught them how to resupply the islands and they did this 
all by themselves. 

They did it under very severe bombardment, as you remember, 
Mr. Congressman. They put supplies across on those beaches with 
the shells raining down on them. I think that was an example of 
the fact that we'can trust an Asian ally. 

Korea is another example of an Asian ally—that a Korean will 
fight to the very death to defend his country if fighting breaks out 

In southeast Asia I see a growing feeling of confidence between 
the United States and our allies. In my capacity as military adviser 
in the SEATO organization, every one of the southeast Asian coun- 
tries is standing up and saying, “We will support Laos.” 

They see in this geogr aphics al wedge that Laos makes in the geogra- 
phy of southeast Asia the fact that if Laos is lost to the Communists 
then they have on their borders—I am talking about South Vietnam— 
even neutral Cambodia and Thailand—then they have directly on 
their borders the Red Chinese and the Red Vietnamese from North 
Vietnam. 

Iam willing to trust them. 

Another thing about this, of course, is, we must understand that 
if they are attacked, openly attacked by invasion, we, on the other 
hand, have committed ourselves to come to their defense. No, they 
cannot defend themselves all by themselves against attack; nor is this 
one of our objectives, Mr. Congressman. 

You remember in my statement I said our objective was to enable 
them to conduct a holding action until we get there. This, I think 
they know. I hope the United States will have the courage of its 
convictions, just as they did in the fall of 1958, not to retreat in the 
face of threat. 

We prevented war in 1958 by helping the Chinese defend their 
little offshore islands. You mentioned all-out war. This is not the 
immediate danger to us out here. The immediate danger are these 
probes, these threats—looking for weaknesses. The immediate dan- 
ger is a smaller type of war, which, of course, we want to prevent in 
the first place. 

If we can’t do that, then we must prevent it from becoming an 
all-out war. 

Regarding the neutralism—I don’t know who this person was who 
was making this statement—some people may have these kind of 
opinions. But to my way of thinking—and I have been talking, liv- 
ing almost, with these people for a year and a half now—they under- 
stand the threat of communism today and they understand that 
America can be trusted. 

Mr. Zastocki. There was one other point that I mentioned, Ad- 
miral, which I am sure you didn’t intentionally disregard. 

What difficulty do you foresee in maintaining our base rights due 
to growing nationalism in certain countries ? 

Admiral Frerr. Let’s take the Philippines, as an example. I think 
this is something that we get overly excited about. 

There is a certain element in the Philippines that wants to tear 
down everything in the interest of nationalism, and they say that 
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Americans are antinationalist. We are not at all. This is what we 
believe in. I believe that the majority of Filipmos understand that 
the United States is their strong ally. 

We are always going to have a little trouble in the status of forces 
arrangements—that is in relationships between ourselves and foreign- 
ers when we are in foreign countries. These things can be handled. 
I think our bases are essential, not only to us, but to them. I believe 
there is basic understanding of this. 

Mr. Zasiocki. You don’t anticipate a repetition of a Morocco or 
the developments of unrest as in the Latin American countries in 
the Pacific area? 

Admiral Frit. No, sir. 

Mr. Zasiockt. Thank you. 

Chairman Morean. Dr. Judd. 

Mr. Jupp. Thank you, Mr. Chairman. 

Admiral, you are a good witness here, as well as in your own 
headquarters in Honolulu because you know what you are talking 
about and you give your opinions clearly and convincingly. 

I want to ask a couple of minor questions to begin with. 

Where was this remark made by Mao Tse-tung that poverty was 
good for people? Can you dig that up for us? We ought to use 
that. 

Admiral Fexr. I was afraid that you might ask me that question, 
Dr. Judd. This was a remark made to an Indonesian. Is that a 
sufficient answer ? 

Mr. Zasiocki. It wasn’t a public statement? 

Mr. Jupp. Naturally, you cannot identify him. On that same page 
you say that about 67,000 soldiers are divided between frontline 
positions in Korea and the reserve positions in Hawaii. Don’t we 
still have a Marine division on Okinawa? 

Admiral Freur. Yes, we have two fleet. divisions. 

Mr. Jupp. They are included in the 7th Fleet figures ? 

Admiral Frxr. In the overall, 340,000—one division out west and 
one on the coast in California. 

Mr. Jupp. Can you tell us something about the present political 
situation in Laos following the difficulties there last fall and the 
change in Government back and forth? What is your estimate of 
its present strength and stability as compared to the one that was 
in power when you were here last time ? 

Admiral Fexr. I will answer this from my military knowledge of 
a political situation. 

There is a new government. We think it is a good government. 
It is an interim government. There will be elections next month. 
The outcome of these elections, of course, is very important. 

(Discussion off the record.) 

Mr. Jupp. With respect to these guerrillas and your description 
of what you say they do on the ridges, I saw that done in China 30 
years ago. I must say that Chiang never found a way to deal with 
those hit-and-run tactics. We had a mission station in the suburb 
of a city. We were under the Chinese Nationalists all day and under 
the Communists all night; because at night the Nationalists went 
back into the city, closed the city gates and the Communists came 
in and traded. They went away at daylight and the Nationalists 
came out and it went on that way for months. 
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The Communists, by picking out places to raid—they almost never 
did unless they had 4 to 1 superiority—could get what they wanted 
and disappear before reinforcements could come. 

Have we developed, down in Laos, for example, some countertactics 
which are reasonably successful in meeting these skillful tactics of 
the Communists ? 

Admiral Fett. We are trying to, Dr. Judd. Part of our program 
is to train soldiers how to shoot and salute. Also small teams are 
being trained which go out into the villages. In the team will be 
a leader, and then there will be a man who knows a little bit about 
medicine, first aid, civil administration, that sort of thing. They go 
out into the villages and help the villagers, give them, in other words, 
direct. evidence that the Government is trying to help them. This, 
I think, is important, to get the dissidents on the side of the Govern- 
ment. : 

It is an interesting thing to observe, that when this thing started 
last August 1959, these teams were the target. I think that is signifi- 
cant. 

Mr. Jupp. Phoui was very much disappointed by his trip to the 
United States where he had been given a lecture by one of the ICA 
people. He said to me, “Here we are holding the frontline and one 
of your ICA men tells me you will have to cut down your aid to 
Laos because we are getting more per capita than any other country 
in Asia.” 

He said, “All I can say is, what is the length of the borders between 
various countries and Communist China. It is our misfortune to 
be a small country with a small population, but we have a long border 
with Red China. Maybe your aid should not be figured in terms of 
how many people are in a country, but how long is the country’s border 
with Red China or Red Vietnam.” Which I thought was a good 
criterion. We didn’t help ourselves with that lecture that some- 
body gave him on the per capita basis. 

T have no further questions. 

Chairman Morean. Mr. O’Hara. 

Mr. O’Hara. Admiral Felt, I read in the remarks a tone of opti- 
mism, at least to the extent that the overall picture is showing improve- 
ment rather than retreatment. Am I right? 

Admiral Ferr. I would like for you to read into it a tone of confi- 
dence. I would like also for you to read into it, however, that I need 
support. You remember I said something to the effect that I got very 
little ‘in this fiscal year in the way of force improvement. This is 
vital to us, that we get force improvement. 

Mr. O’Hara. Incorporated in this bill is there adequate provision 
for the improvement you need, the improvement of arms, equipment, 
and so forth ? 

Admiral Fett. Yes, sir. 

Mr. O’Hara. This provision is entirely satisfactory ? 

Admiral Fetr. Yes, sir. 

Mr. O’Hara. I notice on page 6 you quote a spokesman for a group 
of military leaders of free Asian countries. Would you wish tosupply 
us the name of that spokesman or is it preferable that his name not be 
disclosed ? 

Admiral Fert. I think he would like for me to supply his name. 
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Mr. O'Hara. You will do that, Admiral ? 
Admiral Feir. His name is Lieutenant General Cabal of the 

Philippines, Chief of Staff of the Armed Forces of the Philippines. 
| Security deletion. | 

Mr. O'Hara. Thank you very much, Admiral. It has been hearten- 
ing and encouraging to hear your report and to find a man of such 
dynamic personality in charge. 

Admiral Feir. Thank you. 

Chairman Morean. Mr. Fulton. 

Mr. Fuuron. As a former lieutenant in the 7th Fleet, Iam glad to 
have you here. 

Chairman Morean. I thought you were a lieutenant commander. 

Mr. Funron. I am in the reserves now, but I am a lieutenant at 
heart. 

As a matter of fact, a person has to be out in the Pacific to see what 
the tremendous distances are that are being covered on our Pacific Fleet 
operation. It is incredible in millions of square miles of water and 
islands and shoreline. 

U nless you are there to see what the tremendous responsibility is, 
it isa little hard to visualize it from a committee table. 

You do have a tremendous responsibility on your command function. 
How many millions of square miles do you cover? 

Admiral Frir. About 85 million. 

Mr. Furron. You have testified here of the obsolescence of the 
ships in these local units of the recipient countries. Are there any 
surplus ships lying around the United States that could be used that 
we might include by authorization and possibly in a depreciated 
authorization cost accounting to help you out just on that kind of a 
replacement ? 

Admiral Fer. Yes, there is, Mr. Fulton. There is periodically a 
ship loan bill that you are familiar with. Admiral Burke, of course, 
is very interested in this sort of a bill authorizing the loan of ships 
to countries who can’t atford to build their own. His theory is that 
perhaps a ship is more useful to the United States if it is being oper- 
ated in the defense of the free world by someone else than being laid 
up in mothballs in one of the back rivers. 

Mr. Fuuron. You are talking to a committee that can authorize 
and doesn’t need to lend the ships. We can give them by grants and 
we don’t need to designate what they are. 

Admiral Feu. I am not sure of the legality of this, Mr. Fulton. 
But I think that the law says that a ship over a certain size must be 
authorized by Congress. There are others, like small amphibious 
craft that we put in our military assistance program. 

Mr. Furron. I wonder if we couldn't include a blanket author- 
ization. 

My other point is this: You are more optimistic as of now because 
of the U.S. and mutual security foreign policy in this area, arent you? 

Admiral Feur. Yes, sir. 

Mr. Fuiron. So our U.S. policy, the bipartisan policy, has been 
effective and helpful not only to these local peoples, but to maintain 
the security of this United States of ours ? 

Admiral Feur. Correct, sir. 
51905—60—pt. 39 
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Mr. Fuuron. Do you oppose or favor the admission of Communist 
China to the United Nations and her recognition by the United 
States / 

Admiral Feir. Oppose, sir. 

Mr. Furron. What would be the effect if we did either, favored 
either of those policies, particularily in respect to the local peoples 
around the Pacific basin where you are operating ? 

Admiral Fer. I think it would be the beginning of the subjugation 
of over 300 million free Asians. 

Mr. Furron. Do you think it would appear to them that the United 
States was really giving in, compromising and not standing up for 
basic principles so that they would be afraid for their own safety 4 

Admiral Ferr. Yes, sir. 

Mr. Futon. You have spoken of the increase of the power of the 
Communist air force in that area. Could you give us a little more 
definitely how that increase is being built up / 

Admiral Fexr. I can give you— 

Mr. Furron. Please put it in the record. I would rather not take 
the time here. It is substantial ? 

Admiral Ferur. Yes, not only numbers-wise. North Korea, for 
example, has built up a sizable air force. 

Mr. Furron. If you could put that in the record about North 
Korea, Communist China, and possibly Russia’s position in this, I 
would like to have it. On the military aid, for example, in this area 
or ou the economic aid, could you put in the record for us the effect 
on your operation as well as on the mutual security program and 
the security of these people and that of the United States if a 25 
percent cost across the board cut were put into effect in the current 
year’s authorization? ‘You can put it in later 

Admiral Frur. The effect a 25-percent cut would have on the 
security ? 

Mr. Fuuton. Yes, of the local people and ourselves. 

(The information is as follows :) 


A 25-percent reduction in military assistance for 1961 would require me to 
reduce my program by $173 million. A cut of this magnitude would result in 
less than $50 million being available for force improvement in the MAP forces; 
that is, less than one-fourth of our requirement of $220 million. 

Included in our request for $692 million are $472 million for force mainte- 
nance, training, and certain other fixed costs that cannot be reduced if we are to 
maintain these forces at the current austere level. I believe that the $220 mil- 
lion we have requested for force improvement is the minimum essential require- 
ment for fiscal year 1961. 

If we were forced to accept less, we would have to defer nearly all of our plans 
for providing an improved air defense capability. We could not provide more 
modern aircraft or surface-to-air missiles to meet the growing threat of the 
Communist air forces. We could not provide new ships to replace the vessels 
that are on coastal patrol and are worn out and becoming increasingly more 
costly to maintain. We would have to forgo replacement of even a small por- 
tion of the obsolete and wornout tanks, guns, and radios that are in the hands 
of the ground forces. In short, we would be unable to make the minimum 
qualitative improvement in the forces of our Asian allies that would enable them 
to cope with the growing Communist threat in North Korea, Communist China, 
and North Vietnam. 

Some of the specific items that are included in this program that would have 
to be considered for deletion are: Over $25 million in ships, $50 million for 
surface-to-air missiles, and $25 million for more modern aircraft. These are all 
items that are badly needed and must be provided eventually if we are to achieve 
any of the qualitative improvement of which I spoke in my statement. 
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Regarding economic aid, I am certain that any reduction in defense support 
would drastically affect the ability of the less developed countries to support 
their military forces at the present level. This would inevitably result in reduced 
strength or effectiveness. In the underdeveloped countries of the Far East, re- 
duction in economic aid can only be made gradually and in consonance with the 
slowly increasing ability of these countries to contribute to their own defense. 
Economie aid and military aid in such countries as Vietnam and Korea are so 
closely related that a reduction in economic assistance would have virtually the 
same effect as a reduction in military assistance. 

Chairman Morean. Mr. Fascell. 

Admiral Ferr. Off the record. 

(Discussion off the record.) 

Chairman Morean. Mr. Fascell. 

Mr. Fuxuron. Could I have one question ? 

Would you yield for the record for another one? 

Mr. Fascetn. Ge right ahead. 

Mr. Furron. I wanted to get this on the record for later. Mr. 
Heurttematte, the former Minister from Panama to the United States 
is a new United Nations observer, in Laos. Would you please put in 
the record what the subsequent developments of that program are of 
the United Nations observers in Laos-recently. 

Admiral Ferr. I will try. 

Mr. Furron. Thank you very much. 

(The information is as follows :) 

UNITED NATIONS ASSISTANCE TO LAOS 

The Secretary General of the United Nations, Mr. Dag Hammarskjold, follow- 
ing his visit to Laos in November 1959, stationed a personal representative in 
Laos, Mr. Sakari Tuomioja, Executive Secretary of the Economic Commission 
for Europe, to make a survey with particular reference to ways in which the 
United Nations might assist Laos in its economic and social development. 

On December 17, 1959, the United Nations announced that Mr. Tuomioja in a 
special report to the Secretary General proposed coordinated action by the 
United Nations and its specialized agencies to assist the Kingdom of Laos in its 
development under the direction of a high-level U.N. official. 

Following a study of the report within the U.N. Secretariat, Mr. Roberto M. 
Heurtematte, commissioner for U.N. technical assistance, arrived in Laos De- 
cember 19, 1959, to discuss with the Lao authorities the technical and organiza- 


tional questions relating to the implementation of Mr. Tuomioja’s recommenda- 
tions. 


The United Nations has begun implementation of an expanded technical as- 
sistance program in Laos, and on March 1, 1960, Mr. Eduard Zellweger, a Swiss 
national, arrived in Vientiane and assumed charge of the U.N. mission to Laos. 

Mr. Fascett. Admiral, on page 4 of your statement at the top of 
the page you talk about creating and maintaining stability, ingredients 
for economic growth and social development and internal security. 
Are these the military strategic requirements which are the basis for 
our military assistance program ? 

Admiral Frur. I am not quite sure I follow you. Are they the 
basic strategic requirements ? 

Mr. Fascett. The criteria for the strategic requirements, the basis 
of our military assistance program in the Far East? 

Admiral Frerr. And you are referring to my statement at the top 
of page 4 where I said we aim to provide the ingredients which are 
fundamental. 

Mr. Fascety. Yes, sir. 

Admiral Freir. The ingredients—and I tried to develop that in the 
rest of the paragraph—are two: The means to maintain internal 
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security and the means to discourage external aggression or conduct 
a holding action. These we think are fundamental strategic 
requirements. 

Mr. Fascetx. It is this criteria on which we build our program ? 

Admiral Frur. Yes, sir. 

Mr. Fascets. This is the extent. of the offensive capability of our 
allies and their ability should not be taken in any other concept ? 

Admiral Ferr. It should not be construed—did you use the word 
offensive, Mr. Fascell ? 

Mr. Fascety. I said this 

Admiral Frevr. Purely defensive. 

Mr. Fasceiu. This is the extent of their offensive capability and 
therefore their capability; that is, our Asian allies’ capability should 
not be interpreted or construed in any other context ? 

Admiral Freur. That is correct. 

Mr. Fascreii. The Secretary who preceded you talked about pos- 
sible improvements in the picture of certain countries in the Far East 
with the idea that they could carry more of the load themselves and 
in fact in the case of Taiwan he even mentioned a possible reduction. 
I found it very hard to reconcile his statement with what is being 
presented in the way of a program. This is the predicate for my 
question. I know that the trend of the military assistance program 
in the Far East as a whole is 5 percent over what it was last year. 
And that economic assistance is about 5 percent less than what it was 
last year. It looks like a budgetary swap. There are a great many 
people who think the trend ought to be the other way. "This trend 
is definitely up. So, first question : For what basically is the increase ? 
Generally ? 

Admiral Frvr, Basically the increase is for qualitative improve- 
ment. We have inadequate funds for force improvement in the fiscal 
1960 program. 

Mr. Fasceii. You are talking about the four areas that you listed 
at the bottom of page 4 and the top of page 5? 

Admiral Fetr. Yes, sir. 

Mr. Fasceti. This is what the increase in military assistance from 
$564 to $692 million in the proposed budget is supposed to take care of. 

Admiral Fetr. Yes, sir. 

Mr. Fasceti. Your testimony is, it is adequate if that is left alone? 

Admiral Fetr. Yes, sir. 

Mr. Fascein. This does not then include, am I assuming correctly, 
any marked modernization beyond the four elements which you 
have itemized ? 

Admiral Ferr. All the modernizations will be included in these 
four elements. 

Mr. Fasceiy. Therefore, it gets back then to still maintaining 
our allies’ capability within the original context which we set up 
in our discussion which was the criteria first talked about? 

Admiral Fetr. Yes, sir. 

Mr. Fasceiu. I know the increases are marked, military assistance 
increases are particularly marked for [security deletion] which is 
to my way of thinking a complete reversal of what I was sort of 
hoping might. be possible, according to prior testimony, and surpris- 
inglv enough [secur ity deletion] we double the program. 

‘Admiral Fer. May I check my figures here, ‘sir? 
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Mr. Fasceiu. Yes, sir. 
Admiral Ferr. [Security deletion] yes, we go up. And the basic 
reason for this is the vital necessity to have some air defense [security 
deletion }. 

Taiwan, may I go off the record just a moment here? 

Chairman Morean. Off the record. 

( Discussion off the record.) 

Admiral Fruit. The figures do go up from fiscal 1960. They are 
[security deletion] from 1959. There is a reason for this. In the 
Taiwan Straits crisis in the fall of 1958 we accelerated delivery of 
equipment in the 1959 program. As a result the 1960 program was 
very small. Besides, Congress cut the 1960 program. My figures 
that I have here are 223 plus for 1959, 90 for 1960, and [security 
deletion] for 1961. 

Mr. Fasceiu. Yes, sir. 

Mr. Curtis. Will the gentleman yield ? 

Mr. Fascetu. Yes. 

Mr. Curtis. I am not quite clear whether these figures relate to 
spending or appropriations. 

Mr. Fasce t. It is just authorization. 


Mr. Curtis. I mean, sometimes we get these figures based on ex- 
pected expenditures. 


Mr. Fasceti. I am just reading on the proposed program in this 
bill. 

Mr. Curris. I am asking what those figures are, whether they are 
one or the other of those two things. 

Mr. Fasceix. Right now, it is basically authorization which they 
hope to be able to appropriate from which they hope to spend, I guess. 

Mr. Curtis. If they are appropriations might it not be that in prior 
years we used some of the pipeline ? 

Admiral Ferr. These are appropriation figures. 

Mr. Fasceiy. If they are, we are comparing oranges and eggs. 
Anyway, while we are checking that one out how about telling me 
about the Philippines before my time runs out. 

Admiral Feir. Here again we have an important defense problem. 
The Communists over there on the mainland of China are improving 
their fighters, their MIG equipment. We have to get into the hands 
of the Chinese some improved airplanes or they are going to be a 
second-best air force. 


Mr. Fascetx. Basically Korea and Taiwan’s increase is for air 
coverage. 


Admiral Ferr. That accounts for a large part of the money [seeu- 
rity deletion }. 

Authorization to meet what I think is a strategic requirement. 

Mr. Fascetn. Thank you. 

Chairman Morgan. Mrs. Church. 

Mrs. Cuurcn. Admiral, you are producing here the same sense of 
confidence that you gave us when we were out in your headquarters 
in Hawaii. I feel a little safer about my country when talking to you 
or listening to you. There has been criticism on the floor of Congress 
on the part of some of the Representatives who have had so-called con- 
fidential information indicating a lack of adequate equipment for our 
own forces in Korea. Would you care to speak to that ? 
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Admiral Fer. I saw an article in the Look magazine of March 1 
on this subject. I believe they spoke of 14 rifles. As I understand 
the situation, Mrs. Church, our 8th Army in Korea is equipped with 
the same rifle as the Korean Army. The U.S. Army has developed 
a new rifle which uses different ammunition and they are gradually 
going to equip U.S. Army divisions with this. It is a question, I 
would think of whether you want to have two different types of 
rifles in Korea. There are some 18 divisions of Koreans and 2 divi- 
sions of Americans. Two types of rifles would create a logistics 
problem, a big ammunition problem. Do you want to create for 
yourself a problem of furnishing two different types of ammunition ? 
That is the question. 

Mrs. Cuurcn. Might the question be then, in case of an emergency 
whether both the Korean forces and United States forces should have 
better rifles ? 

Admiral Feur. These-rifles that our people are equipped wath will 
shoot and kill. On a long-range basis the Army has a program of 
gradually reequipping their units. I think there was something said 
about personnel carriers in that article. That personnel carrier is 
out of production now and the Army has developed a better: one. 
They are just starting in production on that. 

Mrs. Cuurcu. Are you convinced that our position in the Pacific 
or in the overall Pacific area is as strong as it was, say, a year ago 
or 2 years ago? 

Admiral Feur. I think it is stronger. It is stronger particularly 
in a psychological field. I don’t know that I am any stronger 
militarily. I have about the same forces. 

Mrs. Cuurcn. You are not weaker militarily ? 

Admiral Feir. I am not weaker. There is a reequipment program 
going on for my forces. But overall we are stronger, I believe. 

Mrs. Cuvurcu. Would you think that any budgetary difficulties 
had weakened you or stood to weaken you in the near future ? 

Admiral Fetr. The latter part of ‘your question is the most» perti- 
nent one. Unless these forces, the mutual security forces and my 
forces, can be continuously reequipped with better equipment to re- 
place the wornout equipment, we are going downhill. 

Mrs. Cuurcn. Would you feel free to come and make that state- 
ment to us in case you found yourself in need of more? 

Admiral Fretr. Yes. 

Mrs. Cuurcnu. Directly to the Congress? 

Admiral Frur. I made that to the Appropriations Committee 
yesterday. 

Mrs. Cuurcu. We hope that you will not delay making that state- 
ment, if it becomes necessary. 

Thank you, Mr. Chairman. 

Chairman Morean. Mr. Bentley. 

Mr. Bentiey. Do you have any information regarding any pos- 
sible outside sources from which the Indonesian insurgents derived 
their weapons or arms? 

Admiral Feur. No, I don’t, sir. Ihave very little information on 
the insurgents in Indonesia now except the area in which they are 
operating. Generally, the scope of their activities. 
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Mr. Bentriey. You wouldn’t be able to comment then on the spec- 
ulation that some of their armaments were derived clandestinely 
from Taiwan, would you? 

Admiral Ferr. I don’t know. 

Mr. Bentiey. I would like to ask you to take a look at page 97 
of this green book. It is the military assistance program for Korea. 
This morning after adjournment I was discussing briefly with Admiral 
O’Donnell the paragraph, the classified paragraph with the heading 
“Appraisal of Country Forces.” 

fdeausliti deletion. ] 

Mr. Bentriey. Thank you very much. 

Chairman Morean. Mr. Curtis. 

Mr. Curtis. Admiral, as one of the group that visited your head- 
quarters in Honolulu last October I want to express appreciation for 
the reception which we got. I want to say that the briefing which we 
participated in was most enlightening and was very impressive. 

I would like to turn to page 45 of the Far East k, the light 
green book. I think three countries were mentioned a moment ago, 
Taiwan, Korea, and the Philippines. Page 45 relates to Taiwan, 
and although the authorization requested for military assistance is 
[security deletion] for 1961 than for 1960, there is a little sheet here 
that shows DEL-X, which I think means estimated expenditures. 
I notice that for fiscal 1960 estimated expenditures is $123 million, 
whereas for 1961 it is [security deletion]. If I interpret these figures 
properly we are going to spend [security deletion] although we are 
asking for [security deletion] appropriations. 

If you will turn to the next country that was mentioned which 
is on page 95, Korea, the military assistance figures show expenditures 
for 1960, $237 million, and for 1961 [security deletion]. 

The same figures for the Philippines are on page 139. Although 
the appropriation figure is [security deletion | expenditure figure seems 
to [security deletion]. I wonder if somebody would tell me whether 
my interpretation is correct. 

Admiral Frur. May I ask Admiral O’Donnell to respond to this? 

Admiral O’Donnett. That column is deliveries and expendittires, 
Mr. Curtis. Taken on a worldwide basis, deliveries will decline in 
fiscal year 1961, reflecting the lower appropriation in fiscal 1960. The 
leadtime in this program is about 18 months. The money is appro- 
priated now. I think the estimate is that about 40 percent of it is 
spent in the same fiscal year but the bulk of it is spent or delivered 
in the subsequent fiscal year. 

Mr. Curtis. In other words, we have to appropriate more money 
now because we can’t take it out of the pipeline the way we have 
in the past. 

Admiral O’Donnety. We have been drawing down on this pipeline. 

Mr. Curtis. Thank you, Admiral. That is all. 

Mr. Zastockt. The operation Laos is identified on your map 
as FAL? 

Admiral Frur. That is the Laos Army. It is Forces Armie Laos. 

Mr. Zasxockt. In the Lao operation did the FAL capture the 
dissident groups, drive them across the borders into China, Vietnam, 
Cambodia, or did the dissidents retreat to the jungle ? 

Admiral Fert. You are talking about the operation—— 
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Mr. Zastocki. In Laos, last fall. 

Admiral Frvr, They capture some of them once in a while. It 
is difficult to capture these fellows because they hit and run, as Dr. 
Judd said from his experience 30 years ago in China. Sometimes 
they capture some equipment and they sometimes kill some of the 
dissidents. 

Mr. Zasvockt. Last fall the United Nations Secretary, Dag Ham- 
marskjold, reported that the U.N. mission couldn't find any evidence 
of Communist infiltration or invasion: How is it, if the FAL have 
captured some of these dissident groups, the U.N. mission did not find 
them Communist ? 

How do you explain that the report to the U.N. didn’t show more 
evidence of Communist infiltration ? 

Admiral Feirr. What they were trying to discover was evidence of 
Vietnamese intervention, North Vietnam intervention in Laos. The 
dissidents can be of several factions. There can be the dissident 
tribesmen who have been encouraged to conduct this terrorism. The 
history in Laos is that there have been dissident tribes up on those 
borders that haven’t recognized any authority at any time. There 
is the Pathet Lao, which is the armed element of the Communist 
Party in Laos. As you recall there were two battalions of them. 

Mr. Zasiockti. Are they still in the Forces Armie Laos, FAL? 

Admiral Fert. One of the battalions agreed to be integrated into 
the Lao Army. The other one, as you remember, at the last moment 
said, “No, we will not integrate,” and deserted. 

Their desertion consisted of fading into the jungles. These people 
are undoubtedly some of these who are organizing this insurgency. 

There is considerable evidence that is difficult to pinpoint, that the 
organization and perhaps some of the equipping of these dissidents 
was done over the border in North Vietnam. This was a difficult 
thing for the Secretary General to get direct evidence on. 

Mr. Zasiocki. Admiral, in our Far East. briefing book the active 
military strength of Laos, it is on page 119, the active military 
strength is indicated at [security deletion] which includes [security 
deletion | home-guard forces. The [security deletion] were recruited 
in what manner? That is [security deletion] the active military 
strength reported in 1959. 

Admiral Frvr. I carry a figure, sir, of [security deletion]. 

Admiral O’Donne LL. [Security deletion] is the auto-defense corps. 

| Security deletion. | 

Admiral] Fetr. I see. 

Admiral O’Donnexti. We furnish them small arms. Actually, 
these six-man teams of which the Admiral spoke, one of their func- 
tions is to train the auto-defense members in local security. 

Admiral Frexr. The volunteer battalions send these teams out to 
train the home guard to defend their villages. 

Mrs. Botton. Those are the ones that you spoke of a while back? 

Admiral Feir. Yes. These six-man teams. We provide the home 
guard with some small arms, light equipment, and subsistence when 
on active duty. 

Mr. Zasvocxt. Under our program we still pay for all of the 
maintenance of the regular FAL? 

Admiral Frnt. Yes. 
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Mr. Zastockt. Pay and maintenance. 

Admiral Frerr. Yes. 

Mr. Zastocki. According to the figures, the comparative figures 
between 1959 and 1960, there is an increase of approximately [security 
deletion }. 

Admiral Fer. Yes. 

Mr. Zasockr. Admiral, you don’t anticipate that the Lao forces 
are going to cause any difficulty as to reliability ? 

Admiral Frnr. Not the regular Lao forces [security deletion]. 
I must be perfectly frank with you, Mr. Zablocki, and Mr. Chairman 
and members, I suppose you could sum up the performance of the 
last year and a half by saying that we have created a little order 
out of the chaos in the military situation in Laos. This program 
we are embarked on now needs a lot of time [security deletion ]. 

Mr. Zasxocki. The difficulty of integrating is understandable. 
The reason given for the defection of the battalion of the Pathet 
Lao from the regular Lao Army was dissatisfaction. They rebelled 
because of classification, lack of equipment, officer recognition, food, 
and maintenance. They were not completely integrated and were 
not given the same status as the regular army. Undoubtedly, it was 
an impossible task. Are you satisfied now 

Admiral Feur. [Security deletion. ] 

Mr. Futron. What age group are these people. What type of 
people are they ¢ 

Admiral Feir. I don’t know. They are young people. 

Mr. Futron. Mostly young unattached people, landless ? 

Admiral Fexr. Yes. 

Mr. Futron. No particular location ? 

| Security deletion |. 

Mr. Furron. I thought that some of these organizations in that 
area were more or less, they were a combination “of military and, I 
don’t know how to say, racket approach, and in addition they were 
mercenaries and adventure types. So the question then of whether 
they were dedicated to a particular kind of economic philosophy or 
military philosophy in my mind had become pretty secondary, more 
that they were opportunists, 

The question is are they really in the long run Communists or just 
dissidents of these various factions and groups, for various reasons / 
Could it be that as much as anything ? 

Iam trying to get a basis for making a judgment. 

Admiral Fevr. I don’t have any personal experience in this area. 
From what I have heard in talking to a number of people, these 
young Communists are rabidly communistic. They are not just 
soldiers of fortune. 

Mr. Furron. There are enough of them that they are a major 
portion of the group or a sizable portion of the group ¢ 

Admiral Feir. That is my impression. 

Mr. Fuuron. The question would come whether they were directly 
associated with, for example, North Vietnam or even with the Com- 
munists in Red China. don’t believe we have ever been able to 
establish that, and that they have received aid from them. That is 
in the context I believe that Mr. Zablocki was asking about. Not 
that we, for example, integrate Communists in with a free army, but 
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rather, if they are dissidents and there has been no place for them. 
Possibly in a monarchy of the type of Laos it might be a pretty 
difficult thing for a person who is ambitious and aggressive and wants 
to get. ahead. 


f we could have something in the record later on that, I would like 
to haveit. That is what you meant, Mr. Zablocki? 

Mr. Zastocxi. Yes. The criticism was the non-royal-army _per- 
sonnel didn’t have a chance to advance. There were separate stand- 
ards. It is my understanding the battalion was isolated, and didn’t 
have the privileges that the royal army had. That was the cause of 
defection. 

(The information is as follows :) 


INTEGRATION OF THE PATHET LAO ARMED FORCES INTO THE Royat Lao ARMY 


Integration of the Pathet Lao armed forces into the Royal Lao Army was 
not foreseen under the Geneva agreements as a prerequisite to the general 
settlement in Laos. However, this concession to the Pathet Lao was anticipated 
when Prime Minister Souvanna Phouma noted in an official statement on 
November 4, 1954 (cited in the First Interim Report of the International Control 
Commission (ICC), App. J), that— 

the unity of Government implies of necessity the unity of administration and 
unity of the armed forces. 
In a joint declaration on August 5, 1956, Prime Minister Souvanna Phouma 
and Prince Souphanouvong, leader of the Pathet Lao, noted that they had— 
reached an agreement on the principle of placing the “Pathet Lao” troops 
under the high command of the Royal Government and organizing them 
identically with those of the royal army. 

A military agreement was signed by the Prime Minister and Prince Sou- 
phanouvong on November 12, 1957. Article 1 of the agreement stated in part: 

The Royal Government undertakes to integrate the fighting units of the 
Pathet Lao into the national army by taking over the entire personnel of 
these units and the entire equipment held by them. 

Further clauses of the agreement provided that, in view of budgetary limitations, 
the number of Pathet Lao troops to be integrated into active service with the 
Lao National Army would be limited to 1,500 (officers, noncommissioned officers, 
and men). 

At a special ceremony on February 18, 1958, at Plaines des Jarres in Xieng 
Khouang Province, southwest of Sam Neua, attended by the Military Committee 
of the ICC, 1,501 members of the fighting units of the Pathet Lao were inte- 
grated into the Royal Lao Army (ICC Fourth Interim Report, ch. I and an- 
nexure 58). In addition, Lao Government authorities processed 4,284 Pathet 
Lao military personnel for release, 863 members of Pathet Lao families, 202 
Pathet Lao civilians, and 414 sick and disabled Pathet Lao military personnel. 
Following a visit to the Plaines des Jarres processing center, the Military Com- 
mittee of the ICC observed that— 


the Royal Government had made good arrangements for the reception, 
accommodation, and dispersal— 
of the Pathet Lao forces and that 
the people looked happy and healthy and showed no signs of underfeeding. 
Similar observations were made as a result of visits to other processing centers. 
Despite the commitment to turn into Royal Government authorities “the entire 
equipment held by them,” the 6,199 Pathet Lao military personnel gave up only 
4,773 weapons, including only 23 machineguns, 65 mortars, 40 carbines, 10 auto- 
matic rifles, and about 2,500 rifles (ICC Fourth Interim Report, Annexure 60). 


THE PatHet Lao BATTALION MUTINIES AND ESCAPES 


After their official integration into the Lao National Army on February 18, 
1958, the 1,500 troops of the former Pathet Lao forces had been organized into 
two battalions. In accordance with its commitment under the military integra- 
tion agreement (art. 3) of November 12, 1957, to the effect that— 
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the cadres and the specialists of the Pathet Lao fighting units integrated 
into the national army shall be posted in the new units formed from the 
Pathet Lao fighting units in conformity with the strength rosters of the 
national army and the budgetary strength of the army. 


The Lao Government offered the Pathet Lao troops 41 officers and 400 noncom- 
missioned officer positions. The Pathet Lao accepted the offer of noncommis- 
sioned officer ranks, but demanded 112 officer positions. 

In an effort to reach a settlement, the Lao Government agreed to the Pathet 
Lao demand on March 19, 1959. Gen. Ouane Ratikoun, Chief of Staff of the 
Lao Army, informed Prince Souphanouvong on May 9, 1959, of the Government’s 
plan to distribute ranks on May 11, 1959, among members of the two integrated 
Pathet Lao battalions. Despite the fact that the Pathet Lao demands had been 
met, Prince Souphanouvong refused to agree to the Government’s plan. On May 
11, the leaders of the two battalions refused to take part in the ceremony 
planned for the award of ranks and ordered their men to arm and deploy 
themselves. 

In response to this mutinous action, the royal army command alerted its 
forces in the vicinity and placed the leaders of the Neo Lao Hac Xat and the 
Santiphab under surveillance. At the same time, however, recognizing that 
despite the orders of the Communist leadership, many of the ex-Pathet Lao 
soldiers wished to accept their royal army ranks, the Lao Army on May 14 
offered the former Pathet Lao soldiers the choice of submitting, resigning from 
the service, or being declared rebels. In response, the first battalion, stationed 
in Luang Prabang province, submitted on May 17. 

However, the second battalion, stationed in Xieng Khouang Province, fled 
camp on May 18, 1959. On June 3, it succeeded in escaping through the lines of 
regular units seeking to encircle it. The Lao Government announced on June 10, 
1959, that military operations against the escaped battalion had been officially 
terminated and that the Neo Lao Hac Xat and Santiphab leaders had been re- 
leased from surveillance. The dissident battalion subsequently made its way 
to the North Vietnamese border. Elements of this battalion have been reported 
engaged on the side of the Communist-led forces which have been fighting in Laos 


since July 1959. 

Mr. Zastocxt. I do have a question on the payment of the army. 
The convertibility of dollars for kips, is that scandal all cleared up? 
Are the profiteers abolished ? 

Admiral O’Donnett. The exchange rate is 80 kips to the dollar 
there now. I think the Hong Kong rate is around 82 or 83. That 
was done in October 1958. 

We have sent some more people out to scrutinize budgetary 
processes, which isn’t ideal. It has improved greatly. 

Mr. Zastockt. There is no black market ? 

Admiral O’Donnetx. Not in the currency. You remember they 
used to sell the P.A. The currency is a convertible currency. 

Mr. Zastockt. Speaking of black markets, Mr. Chairman, if I 
may ask the question lest I forget it: What about the black market 
in American luxury automobiles in the Philippines by our mili- 
tary personnel. How can that be corrected? Is it a minor matter? 

Chairman Morgan. We had a news item on that by Jim Lucas. 

Admiral Feir. I happen to have here two messages that came in 
yesterday and today. One is from General Moorman who is the 
14th Air Force commander and the other is from my representative 
in the Philippines, Admiral Carsons. 

They both say in effect the same thing, that there are regulations 
controlling this. They even cite them. One of them is mine of 
January 16. Nobody sells a car unless he gets permission to sell 


it. There are rules which permit people to sell a car after they have 
been there a certain length of time. 
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Mr. Zastocki. I believe the Lucas’ article said 6 months. How 
do enlisted personnel get Cadillacs to the Philippines in the first 
place ? 

Admiral Fretr. That I don’t know. Before automobiles may be 
sold on the local economy, they must be registered in the Philippines 
for 14 months. They must get permission to do this. The Filipinos 
are informed about it. The Americans do not take the responsibility 
for a tax-customs collection. It is up to the Filipinos after they 
have been informed about it. Both of these officers down there say 
that this is not something that warrants that article that Jim Lucas 
wrote. He talks about the liquor, too. Every time you buy a bottle 
of liquor down there, they break the seal on it when they sell it to 
you, and there is a limit on the bottles you can buy. 

Chairman Morean. Jim Lucas’ article said the transaction involv- 
ing this Cadillac happened right at the gate. 

Admiral Fer. Yes, I read the article. I suppose there are viola- 
tions of every rule. 

Mr. Zastockt. How many American-made cars are on the base? 
How do the military personnel obtain these cars? 

Admiral Frur. The Government transports personal property, you 
know 

Mr. Zasvockt. Including an automobile for each individual ? 

Admiral Fert. Yes, on change of duty. 

Chairman Morcan. How high a rank do you have to have? 

Admiral Fenr. It doesn’t matter. My Wave yeoman had her car 
brought over to Hawaii when she came over. 

When I was last at Clark I was impressed with the fact that so 
many people were riding around on motor scooters which are danger- 
ous things. I didn’t see many Cadillacs around the place. 

Chairman Morcan. Do you know if Elvis Presley had a gold-plated 
Cadillac in Germany ? 

Admiral Fer. I don’t know. 

Mr. Zastockt. That is a luxury item. Should we be paying for 
transportation of luxury items? 

Mrs. Botton. Don’t you think it depends where it is. 

Mr. Zastocki. Five hundred U.S. personnel and 500 cars? Does 
that make sense? The transportation costs must be tremendous, 

[Security deletion ]. 

Admiral Freir. May I go back a minute on these automobiles? 
Only officers and the higher grade noncoms are authorized to take 
their automobiles overseas. 

Mr. Zasiockt. What is the lowest grade noncom allowed to take a 
car overseas ? 

Admiral Fetr. Staff sergeant. 

Mr. Zasiockt. With such limitations there should not be too many 
American automobiles in the Philippines available for black market 
purposes. Certainly, officers are not involved in the black market 
activities. 

Chairman Morcan. Any further questions? 

Mr. Zasiocki. Mr. Chairman, I believe it advisable if Admiral 
Felt’s elaboration on the automobile black market would be included 
in the record. 

(The information is as follows :) 
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Military personnel in the grade of corporal with over 4 years’ service and in 
the grade of sergeant and above are authorized to ship at Government expense 
to certain overseas stations one privately owned vehicle in connection with a 
permanent change of station. 


Overseas commanders have established regulations governing the disposition 
of privately owned vehicles imported into foreign countries under this authority. 
These regulations are always in conformity with local laws and comply with 
regulations prescribed by the chief of the U.S. diplomatic mission. 

In the case of the Philippines, local military regulations require that a vehicle 
may be sold on the local market only after specific requirements have been met. 
The vehicle must have been registered in the Philippines for at least 14 months 
if the owner is serving an 18-month tour of duty or for at least 18 months if the 
owner is serving on a 24-month tour. Written approval must be obtained from 
the local base commander prior to the sale and only one sale is permitted during 
a normal 2-year tour of duty. The buyer is required to present a current resident 


certificate as proof of name and address and the Philippine authorities are ad- 
vised of the sale. 


The U.S. authorities in the Philippines have consistently maintained that the 
U.S. military cannot act as collection agent for the Filipinos in assessment and 
collection of customs duties and taxes in connection with such transactions. 
The military authorities have, however, taken steps to aid the Philippine Gov- 
ernment in revenue collections by furnishing the Commissioner of Customs a 
copy of the bill of sale in each case. This bill of sale describes the automobile 
fully, identifies the purchaser, and bears_a notarized acknowledgment that the 
buyer is aware that the vehicle when imported was tax exempt but what taxes 


are payable when the vehicle is sold to persons who are not exempt from pay- 
ment thereof. 


The Philippine authorities have expressed their complete satisfaction with 
U.S. regulations a erning the importation and disposal of privately owned 
automobiles by U.S. military personnel. 

Mr. Pubes There had been a Congressman on a trip to the 
Philippines that had come back to the United States and had quite 
severe criticism of the cooperation of the various portions of the 
Philippine Government as well as the Philippine armed services with 


our United States units of various types and agencies. Could you put 
something in the record on that? 


( Discussion off the record. ) 

Admiral Ferr. As a result of this statement, the Secretary of 
Defense of the Philippines became quite worried about the situation. 
He directed General] & abal, the Chief of Staff of the Armed Forces, 
to take it up in the Mutual Defense Board. This Board was set up 
as a result of our treaty arrangement with the Philippines wherein 
we would discuss things of mutual military interest. 

General Cabal is the cochairman on the Philippine side and I am 
the cochairman on the American side, operating through a stand-in 
when I am not in the Philippines. General Cabal took this up in 
the Mutual Defense Board, and as a result of these deliberations they 
are now utilizing the Philippine constabulary to patrol outside the 
perimeters of Clark Field and other U.S. bases. 

For example, they have a company in Olongapo. These actions 
have been taken subsequent to that report, and are on the good side. 

Mr. Furron. I would like to have a complete statement put in the 
record with the factual statement as to what occurred then and as 
the present situation. Could I say too, for the record, that I think 
Mr. Zablocki will bear me out as the U.S. delegate, the incident did 
have quite an impact at the United Nations level, and there were 
representations made to our U.S. delegation to the United Nations 
by the Philippines, and very strong representations over the matter. 
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Mr. Zastockt. Particularly since it followed so closely after the in- 
cident in the U.N. between the Philippine delegate and Mr. Robertson. 

Chairman Morcan. There were charges 

Admiral Frxr. There has been a lot of theft. We have been 
worried about this for a long time. It is theft inside and outside, 
both. They take the fences down sometimes. 

Mr. Jupp. The damaging thing in his statement was saying, “Well 
we should pull up our marbles and have a base in Bangkok.” This 
was the damaging thing. It looked as if it were a one-way street, 
that we were doing it out of benevolence, that we didn’t need Subic 
Bay. 

Mr. Zastocki. Certain Philippine legislators and some organiza- 
tions are agitating for a renegotiation of U.S. bases agreements in 
the Philippines. Is this problem going to get much more serious ? 

Admiral Feur. This has been going on for a long time. Ambas- 

sador Bohlen was engaged in this for months and months, the renego- 

tiation of the bases agreement. When he left, he had it on pretty 
sound ground. It looked to me as if this could be negotiated suc- 
cessfully. It is of mutual interest to both for us to have our bases 
there. If we didn’t have our bases there, the Philippines wouldn't 
have much protection. 

Mr. Zas.ockt. In your opinion there will be further pressures for 
renegotation of base rights? 

Admiral Frit. This will have to be carried on to its conclusion 
and negotiated to a new agreement between governments. An attempt 
has been made to do this over a period of several years. 

Mr. Zastockt. Is there a timetable or date set to reach an agreement ? 

Admiral Feir. No. We have an agreement now. If the Philip- 
pines want to renegotiate a change to that, it’s up to them. That is 
what they want to do. We should try to meet them where possible. 

We have come to an agreement on many aspects of this problem. 

Mr. Zastockt. What is the major stumbling block ? 

Admiral Ferr. Jurisdiction of personnel is one. It is probably the 
most important one, wherever we are in foreign countries. 

Mr. Zastockt. We have a status-of-forces agreement with them, 
don’t we? 

Admiral Fsur. The object is to renegotiate to get a status-of-forces 
agreement similar to others in other parts of the world. 

Mr. Zapsiockt. Do they have a justifiable claim for the change? 

Admiral Frur. In part. When we are operating in a foreign 
country I think we must recognize that the place does belong to 
foreigners and we should observe their laws. 

On the other hand, when our people are on our bases, we are justi- 
fied in saying that we have jurisdiction over these peop’. 

Mr. Zasiocxi. If my memory serves me correctly, I thought there 
was a question of increase in the amount for base rights in the 
renegotiation. 

Admiral Ferr. I don’t believe that is an issue. There was an 
issue about 

Mr. Zastocki. They said they weren’t getting paid enough, the 
amount was too small. 

Admiral Feir. Maybe that goes back into some of the war claims, 
T don’t believe that is a real issue now. 
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There was an issue on land. That has been negotiated. We have 
turned over certain lands to them. They have agreed to give us certain 
little parcels of land for what we need. We turned back to them many 
more acres of land than they turned over to us. 

Mr. Zasvocki. Their complaint however, was, that some of the 
best agricultural land was not returned and what was returned was 
less than satisfactory. 

Admiral Frerr. I don’t know anything specifically about that. We 
did turn over on the order of 15 times as much acreage as they 
agreed to turn over to us. 

Mr. Zasiockt. No further questions, thank you. 

Mr. Jupp. Admiral, have you been down in Cambodia in the last 

or 5 months? 

Admiral Feur. No. 

Mr. Jupp. I wondered if there had been anything like the same 
sort of reaction in Cambodia as in Indonesia, Burma, and India 
following the Communist attack upon India? [Security deletion. ] 

Admiral Fetr. It is difficult to tell. [Security deletion. ] 

Mr. Jupp. Is your impression regarding the alleged misuse of funds, 
and so on, in Laos, about which there was so much talk here last year, 
is it your impression that that has improved somewhat ? 

Admiral Fett. I think it has. We have better people in Laos. 
We are getting better people there all the time. We are exercising 
a little bit more, not control, but they are paying more attention 
to our advice. We have a good arrangement with the French there 
now which we didn’t have a year and a half ago. 

We are starting to set up a logistics system. We have had an 
inventory made of all the equipment, as much as we can. We had 
some help. There are a group of Filipinos in there who are doing 
a wonderful job in the supply and logistics area. 

You might be interested to know overall that last July I started 
a campaign called Operation Clean Sweep. The purpose was to go 
through all these countries with a broom to see how much excess 
material we could pick up and get off the shelves. 

We are picking up quite a bit. Relatively speaking, I think there 
was more in Laos than anywhere else. 

Mr. Fuuiron. You have mentioned the French. That was to be 
my next question. 

Has the French influence in this area just about evaporated or 
what has happened to it? You don’t hear about them any more. 

Admiral Ferr. They are there. 

By terms of the Geneva Accord, they are permitted to have 1,500 
trainers in the country and it had dwindled down to something 
around 200. The training was ineffective. During this past year 
they have sent in some good people. 

They sent in a group of 85 people who are real soldiers. 

Mr. Jupp. Younger officers ? 

Admiral Feit. Yes. These people are getting along well. 

Mr. Futron. There is cooperation and it is progressing? 

Admiral Frrr. Yes. 

Mr. Zastockt. Admiral, in the military program for Laos you 


mentioned airborne divisions, battalions. How large is the Lao Air 
Force ? 
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Admiral Frir. They have a small air force that flies C-47's and 
smaller aircraft that can get in and out of those little mud airfields. 
No combat air force. 

Mr. Zas.ockt. We repeatedly hear that even on a localized war 
in the future the air force is going to be the basic factor—air strength 
is going to be the determining factor. 

Mr. Futron. Not from the Navy point of view. 

Mr. Zastocki. We have heard testimony that the artillery and 
foot soldiers are something that belong to history and therefore 
there ought to be primary emphasis on air power. How does the air 
strength | of Laos, for example, compare with the Communist Viet- 
minh strength ? 

Admiral Frur. Let me go back a minute. I belong to the school 
that says that foot soldiers are essential and further they need 
support from the air. 

In other words, I believe in the Navy-Marine theory in this 
business. These people who are going to fight in this area definitely 
need support from the air. Asa matter of fact, I read in dispatches 
just the other day that the Lao are rigging up a machinegun in an 
L-20. That is really stretching it to give a little air support, but 
you are talking about the strength of the Laos Air Force. It is 
just a small composite squadron. 

The North Vietnamese have no air force either. They have built 
some fields that are adequate for jet operations. This is one of the 
peculiarities of the situation there. 

The North Vietnamese have an army of [security deletion] and no 
air force. 

You have to assume if they decide to kick off, the Chinese are 
going to be in it with them. 

Mr. Jupp. These are more subservient to the Chinese than I 
realized. 

Admiral Frrr. If they want air support, they have to get it from 
the Chinese. [Security deletion. | 

Mr. Jupp. The next column is Laos. 

Admiral Ferr. Yes, zero. [Security deletion. | 

Mr. Jupp. Have any recent developments in the missile field, in- 
cluding the Russian shots down into the mid-Pacific produced any 
changes in our strategic concepts for the defense of the area ? 

Admiral Fretr. No, sir. 

Mr. Jupp. Everything is the way they were? 

Admiral Ferr. Yes. 

Mr. Jupp. We knew they had that capacity before and they were 
flexing their muscles for everybody to see, not so much us, but our 
allies. 

Admiral Fer. In my forces, in addition to the delivery capability 
and the carrier strike forces in the 5th and 13th Air Force [security 
deletion]. They are useful. 

In the Air Force we have Matadors. 

Mr. Futron. Are they Regulus I modified or IT? 

Admiral Feir. In the submarines, Regulus I. [Security deletion. ] 

Mr. Fcuron. I wondered if they had updated Regulus Seed all. 

Mr. Jupp. To hear some people talking in the United States today, 
you would think the United States was almost helpless. The 
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President and his people say our defenses are adequate, adequate if 
you have something to go 7,000 miles and your enemy is only 6,000 
miles away; you don’t need something to shoot 15,000 miles, that 
general ar gument. 

No matter how many things we have back in the shed, if our people 
don’t think we are strong enough to defend ourselves and the free 
world and our allies don’t think we are strong enough and our 
enemies don’t think we are strong enough, then we aren't strong 
enough. There is the psychological factor. 

Admiral Fetr. This is the war we are fighting now. I think 
that I am pretty strong, not as strong as I would like to be, but the 
important thing to me is what does that other fellow think. 

Mr. Jupp. My only hope is that Khrushchev has better sources of 
information than presidential candidates and bases his policies on what 
he knows from his own intelligence sources, not upon charges in 1960. 

I think this is a dangerous year for our country. 

Mr. Fuuron. Do you ever see any Red China planes any more? 

Admiral Feur. Yes. 

Mr. Futton. Are they patrolling? 

Admiral Fretr. Some of our patrols have contacts every once in a 
while. 

Mr. Futon. About this time of the season when the mutual secu- 
rity program comes up, there is always a Russian submarine sighted 
off one of ourareas. Has it been sighted yet ? 

Admiral Ferr. We are waiting. 

Mr. Fuuron. Did the Bathyscape going to 37,000 feet in the 
ocean in that area have any effect on American scientific prestige ! 

Admiral Fer. I don’t know. I haven't a reading on that. 

Mr. Futron. Wasthere any publicity on it ? 

Admiral Frxr. I have seen nothing from our Ambassadors in the 
area to say it got a play. 

Mr. Fu sees It is a very interesting story and there is a very fine 
young U.S. Navy lieutenant who took a Jeading part with Navy 
se ientists a as well. 

Chairman Morean. Thank you, Admiral. We will stand ad- 
journed until 10 :30 in the morning. 

(Whereupon, at 5:05 p.m.. the committee was adjourned, to re- 
convene at 10:30 a.m. Wednesday, Mar. 9, 1960.) 
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